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CHAPTER I
THE NATURE AND SIGNIFICANCE OF TEACHER PENSIONS
Some Preliminary Considerations
i
The Problem ,— The purpose of the present study of the pension sys-
tem for public-school teachers in Massachusetts is two-fold: (l) to dis-
cover the advantages and the disadvantages of the Massachusetts Teachers'
Retirement System; and (2) in so far as possible to formulate criteria by
which to evaluate this particular plan. It has been discovered that any
such study involves a consideration of the following questions: In the
evolution of pension systems for public-school teachers in the United
States, what policies and criteria have been found satisfactory, what have
been found wanting and are being discarded? What new policies and cri-
teria have made their appearance in the new systems?
Methods and techniques .— The method by which it is planned to seek
answers to these questions involves the examination of the various teach-
j
ers' pension systems in the United States, in particular those of Califor-
nia, Massachusetts, Michi^n, New York, and Ohio, California and Michigan
have been selected because both states have recently adopted new retire-
1
ment systems. New York and Ohio because they are representative of two
I
great sections of oxxr country. The plans will be studied with a view to
! discovering not only changes but tendencies in pension theories and resul-
tant methods and policies. Important changes in policies and practices
I
are bound to be reflected in the provisions fomd in many newer systems.
iV
t
t.
[
and thus these findings can be used to evaluate more fairly and objective-
I
ly the Massachusetts teachers' retirement plan. It is then planned to ap-
' ply these important changes in policies and practices to the retirement
i
systems of California, Massachusetts, Michigan, New York, and Ohio to dis-
cover the extent of the agreement or disagreement of these plans with such
tendencies and principles.
Sources of Material ,— Both primary and secondary schools have been
i
j
utilized to accumulate the data used in the preparation of this thesis,
j
The most important classes of primary sources include: (l) the provisions I
i
of the various teachers' pension systems; and (2) the constitutions and
j
by-laws of teacher-pension systems in operation in California, Massachu-
j
setts, Michigan, Kew York, and Ohio, Of the many secondary sources con-
sulted, the following proved the most helpful and have been the most useds
(l) reports and bulletins issued by the Carnegie Foundation for the Ad-
I
I
vancement of Teaching; (2) the various publications of the National Educa-
tion Association; and (5) the various research studies of the United States
3
I Office of Education,
!
j
Both the Carnegie Foundation for the Advancement of Teaching sind the
j
National Education Association have made an intensive study of pensions
j
for teachers almost from the time of their establishment. Reviews of pen-
j
! sion legislation for the year, criticisms both of established and proposed
I systems, together with timely discussions of the social philosophy under-
! lying them have appeared in practically all their annual reports and spe-
}
cial bulletins. The more prolific source proved to be the National Educa-
! tion Association and much of the data found in the thesis is based on the
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1
annual reports and addresses as reported in the Proceedings and research
bulletins of the association and on the findings of its Conanittee of One
Hundred on Retirement Allowaiaces, made available through the research di-
vision of the association*
Other valuable sources of data have been found in additional books on
the subject and in articles appearing in popular educational magazines, A
full list of these have been included in the annotated bibliography.
Present status of teachers' pension systems ,— For the following list
of state teacher-retirement systems, the writer is indebted to the research
division of the National Education Association, as of September, 1957^-
Teacher Retirement on a State-Wide Basis
Statewide retirement systems are in effect in the following states
and territories s-
Arkansas (1957)
Arizona
California
Ceinal Zone
Connecticut
District of Columbia
Hawaii
Illinois
Indiana
Louisiana
Maine
Maryland
Ma 8 sachusett s
Michigan
Minnesota
Montana
Nevada (1957)
New Hampshire (1957) Vermont
New Jersey Virginia
New Mexico (1957)
New York
North Dakota
Ohio
Pennsylvania
Puerto Rico
Rhode Island
Texas (1957)
Utah (1957)
Washington (1957)
Wisconsin
No statewide retirement system is in effect in the following states
and territories:
Alabeima
Alaska
Colorado
Delaware
Iowa
Kansas
Kentucky
Mississippi
Oregon
South Cajrolina
Tennessee
Virgin Islands
\J Research Division of the National Education Association, "List of State
and Local Retirement Systems," September, 1957. (Circular) 2p.

Florida Missouri West Virginia
Georgia Nebraska Wyoming
Idaho North Carolina
As the above list reveals, approximately two-thirds of our states have
by now enacted some form of pension legislation for teachers. Cubberley-i/
proved himself to be a prophet when he pronounced, apropos of this, that
inasmuch as over one-half of the states had made pension benefits available
2/
to all teachers; and as over one-third-^^' of the teachers in the United
States were then protected by some type of pension system, the general pen-
sioning of all teachers might be regarded "as an almost certain future de-
velopment in educational legislation.""^
VAs far back as 1920, Studensky—' found that the tendency towards such
statewide system was an important development in the teachers' pension
problems and was indicative that the pensioning of teachers employed by
small communities was becoming more and more recognized as a state function,
5/
The National Education Association-^ has reported that in addition to
these statewide pension systems for teachers there are foxmd three general
types of local teacher retirement systems. One type operates within, but
independent of, a statewide system; another type is that based on a state
1/ Elwood P. Cubberley, State School Administration . Houghton Mifflin Co.,
Boston, 1927. "Pensions for Teachers," p. 659»
2/ Research Bulletin of the National Education Association, Vol. XV, No, 5,
May, 1957 reports that over 65^ of the country's teachers are protected by
some kind of pension, p, 98»
^ Elwood P, Cubberley, op, cit,, p. 659.
4/ Paul Studensky, Teachers' Pension Systems in the United States . D,
Appleton and Co., New York, 1920. p. ^2,
5/ Research Division of the National Education Association, op, cit., p. 2.

law providing for teacher retirement in a certain class of community; and
the third is a local system based on permissive legislation. Since, how-
ever, this paper will be concerned only with a study of statewide pension
systems, no direct attempt will be made to analyze any teachers' pension
system other than statewide.
Clarification of the term "pension ."— In actual practice the terms
retirement system and pension system are used somewhat interchangeably.
Strictly speaking, a pension system is a plan whereby employees who are in-
capacitated for further vocational services are given a certain amount of
money for the remainder of their lives. The employees contribute nothing
to the fund from which the retirement allowances are made,-^ The term re-
tirement allowance, on the other hand, usually refers to a plan whereby
both the employees and the employers contribute to the fund from which the
2/
retirement allowances are made,
5/Still, Pritchett"^ is of the mind that the term pension may be proper-
ly applied to any stated sum paid periodically to an individual, whether
as a gift or in recognition of past services. In this paper, however, the
term pension will not be capable of such a broad interpretation, for it
will signify only that retirement allowance which has been earned, in part
or in whole, by the contributions of the teacher spread over a period of
1/ Sixth Yearbook of the National Education Association, Department of
Superintendence, Economic Welfare of Teachers , Chapter 6, "Retirement Al-
lowances and Pension Systems," p. IO5,
2/ Loc, cit,
i
! ^ Henry S, Pritchett, The Social Philosophy of Pensions, Research Bulle-
tin of the Carnegie Foundation for the Advancement of Teaching, No, 24,
1950. p. 4.

II
I
years.
Almack-i/' sees no confusion resulting from the interchangeable use of
the terms pension system and retirement system , for he states: A pension
is simply an increase in salary whose payment is deferred until after the
teacher has retired from active service. It is a means of developing ef-
2/
ficiency, and reward for faithful and efficient service.
In this thesis, therefore, it has not been deemed necessary to fore-
go the use of the word "pensicn"; although when used, it is meant to im-
ply that a charitable element is involved. Retirement allowances, then,
will be viewed as essentially deferred payments for services actually ren-
dered and assessments regularly made, and the term pension will be used as
if it were synonymous with such terms as: "retirement allowances," "re-
tirement salaries," or "annuities,"
For the purposes of this thesis the term retirement system can be de-
fined as "a businees-like plan, enacted into state law to improve schools
by helping aged or disabled teachers to retire from active service with a
modest, but assured income for life."^
The ;iu3tification of teachers' retirement systems ,— Are the teachers
|
as a class justified in demanding systematic retirement allowajices? To
what extent do other groups of workers benefit by retirement provisions?
The following tables will perhaps answer those questions more effectively
1/ John G, Almack and Albert R. Lang, Problems of the Teaching Profession ,
Houghton Mifflin Co., Boston, 1925, Chapter 15, "Teachers' Pensions."
p. 257.
2/ Loc. cit,
^ Research Bulletin of the National Education Association, Economic Wel-
fare of Teachers
, op, cit, p. 91*
I
I and forcefully than mere words would. The tables reveal that the policy
of affording pensions for teachers is quite in line with the best modem
thought of employers operating commercial or industrial plants, of various
types of governments, private and public, where retirement is generally
reckoned as an important item in maintaining efficiency in the personnel
of the staff:-
Table 1. Extent of R
al Public,^
^tirement Provisions for Certain Groups of the Gener-
uieiiLOcrs ox geneiiijL
public
nuutQcp ox si/cLbco, CXOX6D, cuiu ox giSLzn^a. bxons XlClV—
ing retirement laws
(1)
War veterans
(2)
Federal pension system, affecting veterans of the
u«o» wgLrs , xjiexx wxciows ana ciiixciren, anu soiaiers
in peace time establishments.
Dependent aged 25 states
Industrial employees A60 companies, including railroads, public utili-
ties, manufacturing, banking, insurance, emd others
firms.
Federal employees Federal Employees' Retirement System, affecting
employees in classified civil service.
Trade xmion members 25 unions
Ministers 15 denominations
Public school em-
ployees 22 states, 5? communities
Municipal employees 9 cities, over 400,000 in population
State employees 6 states
College teachers 166 institutions
a/ Anna Laura Force, Retirement Systems in the Depression, Proceedings of
the National Education Association, 1954. p. 195,

The table shows that members of the general public are being protected
from the economic insecurity in their old age to a considerable extent. It
should logically follow that the teaching profession, as important a group
of workers as any of the ones listed in the tables, should likewise be de-
serving of protection against the day of retirement.
Table 2, Certain Groups of the General Public Which Receive Retirement
Funds from Governmental or Private Sources .-^
Year Number of umber Average
ending plans receiving retirement
Groups in represented retirement
allowajices
allowajice
(1) (2) (5) (4) (5)
War veterans 19^2 1 457,941 1475.25
Dependent aged 1952 15 102,557 252,55
Industrial workers 1951 218 90,721 729.00
Federal employees 1952 1 25,567 955.52
Trade union members 1951 25 18,000
14,806
500.00
Ministers 1927-2£ 15 575.00
Public school em-
ployees 1951 25 12,000
4,619
605.80
Municipal employees 1926 9 750.58
State employees 1951 8 5,100 .•.•««
College teachers 1955 1 1,064 1586.54
An smalysis of these two tables reveals that there is ample precedent,
from other vocations, for the establishment of teachers' retirement sys-
i tema. Consideration must be given to the fact that practically all of the
groups of workers listed here enjoy non-contributory pensions, whereas the
teachers' pension is one that is earned, in whole or in part, with few ex-
ceptions, by his contributions.
The advantages of a teachers' pension system,— What advantages are
attached to a teachers' pension system? Do its advantages outweigh its
a/ Ibid, p. 196,
II
i
I
disadvantagee , its merits its demerits? Gan we state logically and unequiv-
ocally that a typical retirement system for teachers possesses benefits of
large importsince? Many authorities feel quite certain that we can. One
of our leading educational writers has this to say concerning a statewide
teachers' retirement law:-^
(1) It protects the children in the school from being taught by
teachers of advanced age who are no longer efficient, but whom boardss
of education have not the heart to drop from service,
(2) It tends to attract capable young people into teaching because
a retirement allowamce dignifies the service and removes one of its
most discouraging features,
(5) It tends to retain the most capable teachers, who are today
continually leaving the profession to accept other forms of employment
in which they can make better provision for their old age,
(4) It tends to increase teaching efficiency by removing from the
mind of the teacher the thought that he must always be saving to pro-
vide for the days when he can no longer teach,
(5) It increases public respect for the teacher, and indirectly
tends to augment both salary and tenure,
(6) The plan actually costs the public little or nothing and under
a properly built salary schedule may really save money for the state
because it decreases teacher turnover, and hence the cost of training
new teachers, as well as removes superannuated and high-salaried teach-
ers and replaces them by beginners,
(7) It applies to teaching what has been provided for memy other
forms of public service, and what is today common in industry and busi-
ness. More than a million employees of the Federal Government have
already been provided for in this way, while universities, banks, rail-
roads, and business corporations are adopting the pension idea in
greatly increasing numbers.
Still other advantages from the point of view of teachers who come
2/
under the provisions of a statewide retirement plaji are listed by Cooper:
(a) Teachers can change from one school to smother without losing bene-
fits; (b) it opens an equal opportunity to all teachers; (c) it places all
I
1/ Elwood P, Oubberley, op. cit., p. 66O,
\
2/ Lewis B. Cooper, "Statewide Teacher Retirement Benefits," Texas Outlook .
I
Vol, XX (August, 1956), p. 51-52.

1i
1
10—
)
i salaries on a higher plane; (d) it results in greater permanency; and (f)
1
1
it equalizes conditions throughout the state in contributions and provisioni
for retirement.
Thus it v;ould appear that if the schools are to be kept functioning
at a higli peak of efficiency, if capable teachers are to be attracted to
and retained in the teaching profession, a teachers ' pension system should
be in operation in every community and state.
Some common obiections to a teachers' pension system.— Most of the
objections to teachers' pensions are specifically directed against points
in systems which have been adopted. These may be removed, of course, by
making changes here and there. Still others are fundamental and, as Al-
1/
mack^ points out, if they could be established, would be worthy of at-
tention. This authority finds that the first type of objection to teachers
^
i
pensions is that they are nothing more tnan charity which a self-respecting
teacher should not bring himself to accept. The obvious answer to that is
1
that teachers' pensions are earned, and are definitely not charitable be-
quests,
j
The second type of objection has to do with the argument that the
1
j
granting of a teachers' pension is an acknowledgement that present salaries
1 are too low or that teachers are incompetent or improvident. Several ans-
wers are on hand for this. As has been premised, the pension allowance
should be looked upon as an increase in salary which would not be forthcom-
ing if it were not put in that form. This can also be stated. Inasmuch
as the participation of the whole teaching force is necessary in order to
1/ John C, Almack, op, cit., p. 258,
1
11
u.
have a pension system, the charge that teachers lack financial ability or
fail to practice thrift is unwarrantable,
Almack-^ deduces that even if this pension allowemce were added to the
monthly salary, the margin between the total and the amount required to
meet absolute needs would be too slight to safeguard all teachers against
speculation or waste,
2/
An objection on legal grounds is considered by Edwards, he reveals
that teacher-pension legislation has been attacked on the ground that it
violates either the state or federal constitution. The most common ob-
jection^ being that such legislation violates the foxirteenth amendment
j
which declares that no state shall deprive any person of liberty or prop-
erty without due process of law, (Compulsory participation is, of course,
i here alluded to.)
i
j
Yet another objection-^ is that pension laws are class legislation,
1
that they result in the expenditure of public money for private purposes;
and that they are local or special laws for the management of public schoole
! The best defense against these cited arguments, says Edwards^, is
i
1 that the courts, with one exception, have denied all these contentions*
j
j
Force^ cites an objection that is based on the fact that some school
I
j \J John G. Almack, op, cit., p, 259,
! 2/ Newton Edwards, The Courts and the Public Schools. University of Chica-j
! go Press, Chicago, 1955. P. ^^9.
j
^ Ibid, p. 469.
1
k/ Loc, cit,
1 ^ Ibid, p, 474.
1
j 6/ Anna Laura Force, op. cit,, p. 189.
i
1
u
•
r
i

! boards have used retirement regulations as a convenient excuse for removing
i from the active payroll the older, more experienced, higher-salaried teach-
ers in favor of younger, less experienced, and lower-salaried teachers,
i
1 She finds that while this is done infrequently, this condition constitutes .
i
no valid objection to the existence of retirement systems, for this condi-
tion would be worse were there not any system.
Some objections to retirement systems as such are voiced by Cooke^
,
who sees the following undesirable social and economic results of teacher-
retirement systems: "(l) it leads to a certain stratification of the labor
class. An employee, after twenty years of service is not likely, on ac-
coxint of his old-age pension, to take chances of bettering his conditions
by changing; (2) the teacher lacks freedom in dealing with his employers:
he feels his dependence on his old-age pension; and (5) a teacher-retire-
j
ment system produces a natural tendency towards a lower rate of money wages.^
j
without response to increased cost of living or desires on the part of the
employees as a class,
Cooke^. who advances these objections, states that to some extent
these conditions are brought about by the natural regimentation involved in
a retirement plan, yet the adveuitages of the plan outweigh its disadvem-
tages, consequently, these objections should be dismissed as being infre-
quent and isolated.
The establishment of a retirement system,— The Sixth Yearbook of the
' 1/ Dennis R, Gooke, Problems of the Teaching Profession . Longnems, Green
j
and Co., New York, 1955* Chapter 8, "Pensions and Retirement Systems for
Teachers," p. 1^1
2/ Ibid, p. 151,
^ Ibid, p. 152.

National Education Association^ reports that the establishment of a good
retirement system requires the enactment of so\and and adequate legislation,
the procedure to involve three steps of major importance :"(!) a scientific
study of the conditions and needs of the teaching personnel with respect
to retirement from service; (2) the drafting of a suitable law worthy of
the support of teachers and public alike; and (^) a campaign for educating
teachers, the general public, and legislators concerning the merits of the
2/
proposed measure and the reasons why it should be enacted into law,"^
From this authoritative statement, it can be easily seen that we ceun
not expect to rub the lamp of Aladdin and have a sound retirement plan e-
merge from out of the misty beyond. Hard and untiring work is needed, pol-
itical and legislative fences have to be built, public opinion must be
aroused, and the merits and demerits of the plan must be known to all.
Much of the teacher's sorry social and economic plight is due to the fact
that he has not made himself felt beyond the confines of his own class-
room; he has waited for a belated public recognition of the invaluable
services that he has rendered the community and the nation, when he should
have adopted the initiative, as many educators are now doing, as presented
them forcefully and dramatically to the public and demanded some public
ajid material acknowledgement.
The social and economic position of the teacher never was an enviable
one, and it speaks highly of the teaching profession as a whole that men
1/ Sixth Yearbock of the National Education Association, Economic Welfare
of Teachers
.
op, cit,, p, 125,
2/ Ibid., p, 124,

11
lA
and women of high moral fibre, of superior intellectual ability will
teach, day after day, unceasingly and imremittingly, for a stipend that
is, on the average, less than that paid factory hands. The writer pro-
poses in the following section of this chapter to substantiate the state-
ments herein made.
Some Social Considerations
Although it is true that an enlightened public intelligence has to
today generally accepted the pension idea for the various classes of
workers, and only a feeble minority now voice any protest against the
payment of pensions to public servants, it is believed advisable to enum-
erate some social considerations now, and some economic considerations im-
mediately following, that are involved in teachers' pensions.
Prom a purely social standpoint, no pension system for teachers
based on charity to the individxml can be defended. Society does not owe
1/
any man a pension. It does owe him, however, as Pritchett comments,
if his service is fruitful and of high quality, "a reasonable salary and
is under obligation to set up machinery through which he can, with rea-
sonable foresight and self-control, protect his dependents against the
hazards of his own premature death and himself against the hazards of de-
-2/pendence in old age,"-'
Carrying Pritchett 's point a bit further, it is to the well-being of
society that the individual should be free to pursue whatever vocation
1/ Henry S, Pritchett, op, cit,, p. 10,
2/ Ibid., p, 11,

he wishes without losing the equity in the retired pay which goes with
his years of service. This is, of course, easily possible under a system
of individual contracts, under a contributory system of pensioning. That
free pensions make this practically impossible constitute one of their
gravest faults, asserts one authority,-^
wholly non-contributory pension system are several in number and weight.
In the first place, it almost necessarily means a system "over whose man-
agement and specific provisions the teachers, themselves, are given lit-
tle or no control; and, secondly, because they eventually become contribu-
tory systems in a disguised form, wherein the burden is shifted to an
inequitable degree upon the younger members. "-^
Pritchett lists two highly important social considerations which are
involved in the free teacher-pensions "(l) Professional men of high in-
tellectual and moral stemdards need to preserve not only their economic
independence and self-respect, but also their ovm individual freedom of
action, (2) Any pension system under which the beneficiary is provided
with an old-age annuity without cost or participation by himself is, in
-it/the long run, demoralizing to any group of men however high-minded,"
That teachers' pension systems are part of a recent world movement
for social insurance is observed by Purst and Kandel, who further note
1/ Pritchett, op. cit,, p. 10*
2/ Studensky, op, cit,, p. 119-120.
y Ibid,, p. 120.
kj Pritchett, op, cit., p. 12,
field finds that the objections to the

that the justification of a teacher-pens ion system arises from the inter-
ests of both the employer and the employee, and the demand of economic
efficiency as well as social justice.-^/
But should the public become concerned with the social status of the
teacher? Is he so important as a social being that he should be singled
out for attention by a busy public? Possibly the answers to both these
questions can be found in the number of teachers in the country and their
2/
respective contributions to the community, Givens-^' contends that educa-
tion accounts for over one-third of all public employees and for more than
three per cent of all the nation's workers, and that there are more teach-
ers than there are carpenters, miners, machinists, bookkeepers, physicians
or lawyers. Yet, as Givens declares, the importance of the teacher in
American life is not limited to .ere statistical .easures^, -for upon
the skill, devotion, and intelligence of the teacher depends much of the
future social safety and material progress of the country,"
No one will deny that teaching should be a career wherein men and
women of the highest caliber can render distinguished service without an
ever-present fear of future poverty. Yet such is the case, and many su-
perior men and women refuse to enter the teaching profession because of
the insecure economic status that confronts them.
1/ G, E, Purst and I. L. Kandel, Pens ions for Public School Teachers , Re-
search Bulletin of the Carnegie Foundation for the Advancement of Teaching
No. 12, 1918. p.
2/ William E, Givens, Journal of the National Education Association, Vol,
24 (April, 1955), "Teacher and Economic Security," p, 124,
^ Ibid., p. 124,

The eetablishment of teachers' pension systems, then ceases to be a
matter of sentiment, or a reward for past services, or a compensation for
low salaries if it is considered that by such an establishment, the teach-
ing profession will attract persons of intelligence, ability, and devotionj
because they realize the avenue of promotion is open to them and that
security can be had,
Vifhy not then take the teacher for what he really is: a public servant
performing a task of unsurpassed importance to the nation, and on that ac-
count just as fully entitled to adequate compensation, or its equivalent,
as the soldier, the industrial worker, or the judge. The writer realizes
that teachers of character and intelligence are willing to undertake pub-
lic service and labor poorly paid, but he feels that it is too much to
expect them also to sacrifice prospects of security in old age and dis-
ability. He feels that no greater work can be attempted them the enroll-
ing of all of the teachers in the country under statewide teachers' re-
tirement systems, and that to this end, all educators should dedicate them-
selves.
Some Economic Considerations
y/hat is the real economic status of the teacher? Is there smy econo-
mic justification for the establishment of a teachers' retirement system?
Are not teachers as a class so paid and so protected from unemployment
that they are far more able to protect themselves against old age, pre-
mature death, and disability than any other class of workers?
One authority-^ testifies to the contrary. He finds that the teach-
1/ Willard E, Givens, op. cit., p. 124,

ing profession is not now adequately protected against unemployment and
old age and that the prevailing salaries are utterly inadequate in many
cases to permit the accumulation of reserves through private initiative.
His findings are bolstered by those of the United States Office of Educa-
tion and special state-wide surveys which indicate that unemployed teach-
ers constitute a group one-fifth as large as the employed teachers who
n\imber approximately one million.
Yet, some one will remark, over one-half of the states have state-
wide teachers' retirement systems, and over sixty-five per cent of the
nation's teachers come under their provisions. Surely, at least, these
emphatically not, for he asserts that many of these teachers are members
of financially unsound systems, that many older teachers have not accumu-
lated any significant reserves, and that the allowances paid are often
inadequate. How inadequate these allowances often are will be considered
later.
How well paid are teachers as a class? Calling upon Givens again,
it is discovered that the average einnual salary for all principals, su-
pervisors, and teachers during the last year (1957) has ranged from $1222
to ^1440. That in 1926, when teachers' salaries were a.t about the same
average level as at present, less than one per cent of all school teach-
ers and executives received $4000, and less than two per cent received
over $5500; sind that at the lower end of the scale over fifteen per cent
teachers are protected against the hazards of old age?
1/ Ibid., p. 124.
2/ Ibid., p. 124.
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received less than $700, and nearly forty per cent received less than
$1000.-^
As a result, one can estimate that one teacher in every three (fig-
uring on approximately one million teachers) is now paid less than $750
per year. In other words, about 250,000 teachers receive annual wages
below the minimum for factory hands under the blanket code of the late-
lamented N.R.A., smd below the minimum wage set up in the proposed wage
6Lnd hour law, now pending in Congress,
Add to these disagreeable facts tlie report of the United States Of-
fice of Education, as of January 8, 1957» which sets forth that there are
over 200,000 certified teachers who are in the ranks of the unemployed,
and that there are 24,000 fewer teaching positions than in 19^2, and it
can be easily seen that the economic status of the average teacher is far
from being roseate financially.
The following table reveals graphically how the average salary of
the teacher as a class coxiQ)ares with the average earnings of other gain-
fully employed persons :-
Table 5» Trend of Average Earnings .of All Gainfully Occupied Persons and
Teachers. 1915 to 1928.^
Year
Average earnings
of all gainfully
occupied persons
Average salary
of teachers,
principals and
supervisors
Per cent column
5 is of column
2
(1) (2) (5) (4)
1915 $ 965 $ 512 55
1916 1120 576 51
1918 1496 655 42
1920 1850 871 47
l7~Ibid, p. 124.
a/"What's Ahead for Teachers' Salaries?" Pamphlet of the Research Division!
of the National Education Association, 1950. P. 11.
II
i
I
i
I
i
!
i
1
I
I
i
j
I
J
Table 5» (concluded)
Average earnings
of all gainfully
occupied persons
Average salary
of teachers,
principals and
supervisors
Per cent colximn
5 is of Column
Year 2
(1) (2)
$1595
1789
1920
1920
(5)
,^1161
1227
1277
1364
(4)
7^
69
67
71
1922
1924
1926
1228
On consulting the table, we find that it is true that teachers' sala-
ries have shown some increase in recent years, but the increase has been
small and the trend seems to be approaching a plateau. Secondly, if the
trend of recent years continues, it appears that the average salary of
teachers will stabilize at a figure which is approximately 70 per cent of
the average earnings of all gainfully occupied persons. Then, too, it
must be observed the salaries of teachers have been slashed during the
depression.
treated as a salary adjustment and that a plan for retired pay should be
considered not as charity but as a business arrangement by which a state
or municipality retires those teachers who are \anable to render their
best services because of advanced age or disability. Another fact, of
course, that has not been as yet brought out is that the amount of the re-
tirement allowance is in direct relationship to the salary received over
a course of years. Decrease or keep low the salary and you decrease or
keep inadequate the retirement allowance. Thus we can agree with Ovem
1/ Alfred V, Overn, Teacher in Modern Education . D, Appleton and Co,, New
York, 1955. "Teachers' Interest in Retired Pay." p, ^24,
that a teachers pension system then should be

and others and state that a retirement plan aims to provide the average
teacher with a living wage for life.
Baldwin^, in connection with a study of teachers' salaries, drew the
following conclusions: "If teaching is to attract men and women of out-
standing character eind teaching power, it must have a professional salary
schedule adequate to meet current living costs and to liquidate risks of
personal accident, illness, unemployment, death, and old agej these figures
can be reduced by adopting a plan of retired pay v/ith professional tenure
previously determined,"
The figures and facts speak for themselves. On the material and
economic side, the systematic retiring allowances help to promote effici-
ency by making the teacher more contented with his job, by attracting the
best type of man euid woman to the teaching profession, and by working a
public good in aiding to raise the salaries of teachers to prevailing
2/
standards. To these conclusions. Graves would add that systematic re-
tirement allowances bring about a large finaincial saying to the public,
since they tend to protect it at small cost against dependency and the
burden of indigent and incapacitated people.
To sum up the economic point which has been developed in this division
of the thesis, a statement of Given can not be improved upon. He finds
that the extent to which an occupational group is subject to the economic
1/ Robert D. Baldwin, "Professional Salary Schedule for Teachers," Ameri-
can School Board Journal
.
Vol. XCIII t'J^ly* 19^6), p. 20.
2/ Frank P. Graves, The Administration of American Education . Macmillan
|
Co., New York, 1952, Chapter 15, "Retiring Allowances," p. 295. \
^ Willard E, Givens, "Teachers and Economic Security," Journal of the
National Education Association
.
Vol, XXIV (April, 1925), p. 124,
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hazard arising from old age and unemployment depends on a variety of fac-
tors, namely: "the probability that a particular hazard such as unemploy-
ment will occvir; the extent to which the occupational group is insured
against the hazards by local, state or national legislation; and the op-
portunity which exists to acctimulate financial reserves .""^
Since this paper has endeavored to show that unemployment is not an
uncommon thing among teachers, and that the teachers as a group are not
adequately and comprehensively protected by insurance against old age
and disability, and that the teachers* salaries are not adequate enough
to allow then to accumulate reserves to protect them against these hazards
the writer believes that there exists a very good argument for the estab-
lishment and maintenance of a teachers' pension system, financed by the
joint contributions of the state and teacher.
Thus the thesis of this paper is that a teachers' retirement plan
tends to raise the whole tone of the teaching profession by automatically
removing from the profession all those teachers who have become less ef-
ficient through age or disability, by encouraging young men and women of
exceptional ability to stay in the profession; and by making it possible
for every teacher in the system to do better work because he is free from
the worries of his economic future,
1/ Loc. cit.
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CHAPTER II
CRITERIA OF A SOUND TEA'^iERS' RETIREMENT PLAN
Summary of the Principal Tendencies
Before any serious attempt is made to consider the fundamental prin-
ciples of a sound retirement system for teachers, it is believed admissi-
ble at this point to present a summary of the leading tendencies, because
out of these tendencies or changes spring the criteria used in evaluating
a particular teachers' retirement system.
The principal tendencies in teacher-retirement legislation were last
published by Palmer"^ and few, if euiy, departures have been noted by the
writer in recent literature. The principal tendencies, then, in teacher-
pension legislation are:-
I, Development of statewide teachers* pension systems,
II, Retention of teacher representation in the administration of
pension systems but a decrease in its extent,
III, Establishment of a partly contributory rather than a free or
wholly contributory pension system,
IV, Support of teachers' pension systems by both public and pri-
vate funds,
V, Disappearetnce of such uncertain source of funds as gifts or
legacies,
VI, Provision for raising by taxation the funds required to meet
the public's obligation to the system,
VII, Adoption of the actuarial reserve plan of financing,
VIII, Provision for subsequent actuarial investigation,
IX, Adoption of special provisions for meeting the problem of ac
crued liabilities,
17'Nida Pearl Palmer, Pension System for Public School Teachers , United
States Department of the Interior, Bureau of Education, Bulletin No, 2^,
1927. Govern^ient Printing Office, .''ashington, D. C,, p, 8?,
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X, Optional memberehip in the pension system for those teachers
in service at the time of the establishment of the system accompanied
by a time limit for the making of their choice,
XI, Compulsory membership in the pension system for new entrants^
XII, Increase in the amovint of the assessment against the teach-
er's salary,
XIII, Assessment of a fixed percentage of teacher's salary with no
relation to length of service,
XIV, Abandonment of limits and special requirements with respect
to the teacher's contributions.
XV, Discontinuance of the policy of pooling teachers' contribu-
tions and substitution thereof of a policy of crediting to separate
individual accoimts the contributions of each teacher from which fund
einnuities shall be paid,
XVI, Increase in the amount of the retirement allowance and pro-
vision for two distinct svuns, eui annuity purchased from the teacher *8
contributions and a pension from the city or state, payable according
to the option selected by the teacher,
XVII, Retirement of teachers, regardless of sex, upon a basis of
thirty years of service, a portion of which must have been rendered
within the pensioning city or state,
XVIII, Provisions for disability benefits upon a decreased service
requirement and without the requirement of a medical examination.
These are the tendencies that all new retirement plans must manifest
if they are to be judged financially sound; the success or failure of thes<
plans will rise or fall on the extent to which these conditions are met.
Since these are the leading tendencies that are observed in teacher-pen-
sion legislation, what then are the fundamental principles of a sound re-
tirement system? '/Ifhat provisions should such a system contain?
The National Education Association, for many years, has devoted care-
ful study and consideration to the problems eind principles involved in the
establishment of a sound teachers' retirement system, and during the cours<
of many years these principles have been revised and extended. Since the
writer has found that the literature on teachers* pension systems borrows
liberally of these findings of the Association, he believes that the best
set of principles that can be advanced are those of the Association*

The writer believes that it is pertinent to add, at this juncture,
that this set of criteria was accepted only after a critical analysis of
the literature revealed to him that they have been approved by a great
number of educational authorities as being complete and comprehensive.
Among the authorities studied who have subscribed to all of these
principles are: Almackr^, Cooke^, Oubberley^, Forcer^
,
Purst^, House-
man^, Lantman-^, Palmer^, Pritchett-^, and Studensky^^
Following is a statement of the fundamental principles of a sound
teachers' retirement system as seen by the National Education AssociationT
I, Membership should be compulsory for teachers entering the
1/ John C, Almaok, op. cit,, p, 269.
2/ Dennis H, Cooke, "Pensions and Retired Pay," Review of Ef^ucational Re-
search
.
Col. VII (June, 1957), p. ^02-504,
^ Elwood P. Cubberley, op. cit., p. 660,
4/ Anna Laura Force, op. cit,, p. 207.
^ Clyde Purst and I. L. Kandel, Pensions for Public School Teachers . Car
negie Foundation Bulletin, No. 12, 1928. p. 11.
6/ Ida E. Housman, "A Preparatory Program for Retirement Legislation,"
Educational Review
.
Vol. XXIII (May, 1927), p. 285.
jj Nida Pearl Palmer, op. cit., p. 48-49.
8/ Edgar G. Lantman, Some Sugg;estions Relative to a Good Retirement System
25
for Teachers . Research Bulletin of the National Education Association,
No. 5, January, 1954. p. 6-8.
2/ Henry S. Pritchett, op, cit., p. 2^,
10/ Paul Studensky, op, cit,. Chapter IV,
11/ Ward W. Keesecker, Teachers Retirement Systems in the United States .
Department of the Interior, Office of Education, iVashington, D. C,, No, 6,
195^. p. 7.
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service after the enactment of the retirement law; optional for teachers
already in service.
Concerning this principle the National Education Association has this
to say:
Early entrance into the retirement system is desirable for a
number of reasons, (l) the stabilization of the profession; (2) the
making of teaching a permanent career rather than a transient occupa-
tion; (5) the providing of a large retirement allowance; (4) the pos-
sibility that young teachers will unduly delay entering; (5) the early
establishment of thrift; (6) the guarantee that all members can be re-
tired upon reaching old age; and^Cy) the increasing ease with which
an adequate reserve is built up.
The National Education Association further reports that while it is
desirable for all teachers to join the retirement system, pressure should
not be brought to bear upon teachers already in service, lest they prevent
2/the enactment of the plan.-='
II « Retirement ages and rules should be defined and administere4
so as to retain teachers during efficient service and provide for
their retirement when old age or disability makes satisfactory ser-
vice no longer possible. The retirement allowance should be suffici-
ent to enable the retiring teacher to live in reasonable comfort,
thereby removing the temptation to remain in the classroom beyond the
period of efficient service.
Ill, The sums deposited by the teacher and by the public during
the period of service should be approximately equal.
IV, The deposit by the teacher and the payment by the public
during the period of service should be stated by the organic act cre-
ating a retirement system, subject to adjustment in accordance with
future actuarial investigations,
V. The teacher's contribution and the state's payments to the
retirement fund should be made regularly and concurrently during the
teacher's period of service.
1/ Research Bulletin of the National Education Association, Current Issues
in Teacher Retirement
.
Vol, VIII, No, 5, November, 19^0, p, 226.
2/ Loc, cit.

VI, The retirement board should open an account with each in-
dividual teacher. Sums deposited in that account by the teacher
should be held in trust for that teacher,
VII. An adequate and actuarially sound reserve fund should be
created to guarantee that the necessary money to pay the benefits pro-
mised will be on hand at the time of retirement,
VIII, Periodic actuarial investigations should be made of every re«
tirement system to insure its finajicial soundness,
IX, A retirement allowance should be provided for disabled teach-
ers after a reasonable period of service,
X. Teachers leaving the service before the regular retirement
should retain rights to all moneys accumulated in their accounts.
Teachers' accumulated deposits should be returnable upon withdrawal
from teaching service, or death prior to retirement,
XI. The teacher should have the opportimity to elect the manner
in which he will receive the benefits represented by the accumulated
value of his deposits and the state's payments,
XII. Upon the adoption of the retirement plan, teachers should be
given credit for their service prior to the establishment of the sys-
tem. Funds for this purpose should be provided by the public,
XIII. The public should guarantee active teachers all the benefits
which they had a reasonable right to expect under the old system. It
should guarantee teachers retired under a previous system the allow-
ance promised at the time of their retirement,
XIV, Provision should be made for cooperative or reciprocal re-
lations between the retirement systems of the different states,
XV, The administration of the retirement system should be in the
hands of a retirement board whose make-up is carefully prescribed in
the retirement lav/, and which represents both the public and the
teacher,—'
In addition to the above fifteen fundamental principles of a sound
2/
retirement system, the Review of Educational Research believes that to
1/ Ward W, Keesecker, op. cit,, p, 8.
2/ Dennis H. Cooke, Review of Educational Research , op, cit,, p, 519»

this list can be added the following three principles inasmuch as they
have been mentioned by one or more writers in the field:
XVI, A teacher should be required to fulfill certain minimum age
or service conditions before he may qualify for regular retirement
benefits,
XVII, An age for compulsory superajinuation should be set up,
XVIII, The teacher's deposit to the retirement system should be ex-
pressed as a percentage of salary.
These principles, then, will be accepted as being comprehensive in-
asmuch as they represent the pooled findings of scores of competent ex-
perts, some working independently, some for the research division of the
National Education Association, some under the auspices of the United
States Office of Education, and still others for the Oamegie Foundation
for the Advancement of Teaching,
Practical suid systematic use will be made of them in the comparative
study that will be made in the following chapter of the retirement plans
of California, L/Iassachusetts, Michigan, Ohio, and New York. Each criterioi)
will be applied separately and individually to these five retirement sys-
tems, and on the basis of their agreement or disagreement with the estab-
lished criteria, an evaluation will be attempted.
2d.

CHAPTER III
THE APPLICATION OF THE ESTABLISHED CRITERIA
An Evaluation of the Five Retirement Plana
In this final chapter the retirement systems of California, Massa-
chusetts, Michigan, New York, and Ohio will be compared with a view to
discovering the extent of their agreement or disagreement with the eigh-
teen criteria that have already been established. The extent to which
affirmative answers can be given to questions based upon these criteria
should reveal to what extent these particular systems may be judged to
accord with the criteria.
Insofar as it is feasible, the answers will be presented in tabular
form 30 that a more graphic picture may be had of the conformity or dis-
agreement.
The criteria, expressed interrogatively, herewith are applied to the
retirement plans under consideration :-
I, Is membership in the retirement system compulsory for teach-
ers entering the service after its enactment and optional for teacherj
already in service?
Table 1 presents data on membership in the teachers' retirement sys-
tems under analysis. In all five states membership is compulsory for new
teachers. Membership is also compulsory for present teachers in Ohio, al-
though this state does grant its teachers an opportunity to receive exemp-
tion. Only teachers who have been in service since September 1, 1920 can
secxire this exemption, and, if successful, they lose prior-service credit.
- 29 -

t: I,
States
MembersrLip
Compulsory Optional
^lew teach-
ers
Teachers in
service
New teach-
ers
Teachers in
service
(1)
California
Massachusetts
Michigan
New York
Ohio
(2)
X
X
X
X
X
(^) (5)
X
X
X
X
X
In California teachers who claimed exemption and later desire benefits'
must make certain payments to the fund; also applicants offering service
j
outside of the state and subsequent to June 1, 191^» Members of previous
teachers' retirement associations in Massachusetts are required to join.
Other present teachers may apply for membership anytime before the age of
70, and join the system by making certain payments to the fund. Membership
may be elected at any time in Michigan,
II, (a) Are retirement ages and rules so defined and administered
that teachers are retained during efficient service and their retire-
ment provided for when old age or disability makes satisfactory ser-
vice no longer possible?
Table 2 shows the nature of the conditions for optional retirement
under these state-wide retirement systems. All five systems require cer-
I
tain minimiam conditions to be fulfilled before a teacher may qualify for i
i
retirement. The conditions mentioned refer to age or term of service.
j
i
The exceptions to the conditions expressed as follows:
j
I
I
1, In California deposits must be made up at 5 per cent interest
for years of outside service claimed. May receive credit for service •
a/ "Cxirrent Issues in Teacher Retirement," op, cit., p. 246,
I
II
1"""
"(
in teachers colleges, certain state schools, southern branch of the
University of California, and war-time service in United States mili-
tary and naval forces. Must apply within 2 years of last month of
service, unless absent 2 years or more on duly granted leave; in such
case, may apply at any time during leave,.
2. In Massachusetts, present teachers, for whom there is no age
|
requirement, must have given 15 years of service in the state, five '|
to immediately precede retirement. Pension for these teachers in-
creased to what it would have been had retirement taken place at age
60 with 50 years service. Periods of leave of absence or sickness ard
not counted in 5 years immediately preceding retirement, but, on ap-
proval of board, not considered continuity of service,
5. In Michigan, a teacher, age 60, may receive smaller allow-
ance on 25 years of service, 15 in the state, including the last 5
years,
4, In New York these conditions apply to new entrants. Present'
teachers age 60 may retire on 25 years of total service. Any teacher
may retire on 5^ years of service, regardless of age,
5. In Ohio new entrants with less than 5 years of service are
not eligible for retirement. Teachers with ^6 years of service may
retire at any age. Outside service may be counted as prior service,
if teacher makes up deposits due for such period.
Table 2, Conditions for Optional Superannuation Retirement,
a/
States
Conditions
Years of service
Minimum
age
Amount of
deposits
Total
number
required
Amount of
Total to be
in state
State ser-
vice pre-
ceding re-
tirement
(1)
California
Massachusetts
Michigan
New York
Ohio
(2)
50
(5)
15
(4)
10
(5)
60
60
60
60
(6)
^12 per annum
for 50 years
50
25 25
Table 5 reveals that all of the states demand that a certain number
a/ Ibid, adapted from Table 9, p. 249.

of years of service be had before the applicant can apply for a disability
^
!
allowance. Each of thee* state*, New York excluded, demands that all of thej
stipulated years be spent within the state. In addition to its other re-
quirements, Massachusetts prescribes that the teacher seeking disability
j
allowance be under 60 years of age, California and Michigan stipulate that'
a certain sum be deposited before eligibility is ruled, i|
Table 5» Conditions for Disability Retirements,
Conditions
Years of service
States Total number Amount of Age limi- 3\m of deposits
required total to be tation
in state
(1) (2) (5) (4) (5)
California 15 All tl2 per annum
Massachusetts 20 All Under 60
Michigan 15 All Eqiial to 100^
New York 20 10 Annuity for 1
;
Ohio 10 All
1
In California, a teacher must apply within 2 years of the last month
of service, unless absent 2 years or more on duly-granted leave; in such
I
I
case, he may apply at any time during such leave. All years of service
must be in the state including the last 10 immediately preceding retire- I
I
I
ment, which, however, may be broken under certain circumstances. In Massa--
chusetts the last five must be consecutive. In New York the total number
of years of service is 20 for present teachers; otherwise 15 years of ser-
vice in all in the state. New York requires that only the last ten years
of service must be in that state. In Ohio, all the years of service must
be spent in the state as member each of 10 years of service subsequent to *
a/ Ibid, adapted from Table 1^, p. 258.

1920.
II, (b) If the retirement allowance sufficient to enable the re-
tiring teacher to live in reasonable comfort, thereby removing the
temptation to remain in the classroom beyond the period of efficient
service?
The following table shows the allowances that are being paid in the
states under analysis:
a/
Table 4. Retirement Allowances in the Five States.
Superannuation retirements
Retired since establishment of system
btti.te8 Total number Allowances
living en- Smallest Average Largest
trsjitb
(1) (2) (5) (5)
California 1,506 $6oo $600 I6OO
Massachusetts 1,785 15 792 1429
Michigan 952 250 6oo 1200
New York 2,982 400 899 * • • •
Ohio 5,508 25 670 1554
An examination of these figures discloses that in practically all of
these systems the average retirement allowance is about one-third of the
present average salary. Consequently, this severe reduction in income at
the time of retirement means that teachers must supplement the retirement
allowances by savings or other forms of income, or restrict their form of
living.
The question that now rises is whether or not the alloweuices paid by
these systems are sufficient to enable the retiring teacher to live in
"reasonable comfort," The National Education Association has established
a/ Research Bulletin of the National Education Association, "Teacher Re-
tirement Systems and Social Security," Vol. XV, No. 5, (May, 1957), p.ll6:
After Table 6. ^

Table 5, Retirement Allowances Provided by the Five States.a/
States
"TT)
California
Massachusetts
Flat
Benefit Annuity from
teacher '
s
deposits
$600
Michigan
Annual allowances paid different groups of teacher
i
Allowance composed of combined annuity and pension
Annuity pur-
chases by Bum
of deposits
ty at age 60,
1650,
Pension from state's payments
'o teachers ap-
pointed after en-
ctment of law
^otint equal to
annuity secured
3y teacher 's de-
with interest. posits. Maximum
Maximxim annul-' pension one-third
iverage salary
for last five
years preceding
retirement.
Teacher age
60 with 50
years of ser-
vice receive
annuity equal
to ^ teacher 's
average annxAal
salary during
last 5 years
of service,
not to exceed
|500, nor less
than $500.
Teacher's age
60 with 25 yrs
of service re-
ceive annuity
in proportion
to one due for
50 yrs, as
teacher's ser-
vice is to 50,
To. teachers in ser-
vice prior to en-
actment of law
Pension in addition
to that in column 4
Sum must equal a-
mount due had teach-
er retired at age 6G
with 50 years ser-
vice, an extra a-
mount given for ser-
vice in excess of
Maximum pension -g
aVerage salary
,
a/ Research Bulletin of the National Education Association, "Current Is-
auefi in Teacher Retirement, op. cit., p. 250. After Table 11,
-4
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Table 5, (concluded)
States
(1)
New York
Ohio
Flat
Benefit
(2)
Annual allowances paid different groups of teachere
Allowance composed of combined aniauity and pension
Annultyfrom
teacher '
8
deposits
To teachers ap-
pointed after en-
actment of law
(5)
Annuity hav-
ing reserve
equal to sum.
of deposits
with regular
interest.
(^)
ens ion equiva-
lent to amoimt
in column 5»
Annuity re-
presenting
actiiarial e-
quivalent of
sum of depo-
sits with reg
ular interest
Pension from state's payments
Pension equal to
4 of average em-
nual salary dur-
ing 5 years of
service immedi-
•ately preceding
retirement. If
total service is
less than 25 yrs
a pension of l/l(fO
of such salary
multiplied by nuii'
ber of years of
total service.
To -teachers in ser-
vice prior to en-
actment of law
(5)
Pensions in additiori'
to that in column 4
equal to 1 l/^fo of
average final salar
not over §2,000, dur-
ing 10 years immedi-||
ately preceding re- 'i
tirement, multiplied
by number of years '|
of service certified
on prior service
certificate, Teach-f
ers with ^6 years'
service receive at
least $500.
Pension in addition
to that in column 4j
equal to l/l40 of
average annual sal-
ary during 5 years
of service immedi-
ately preceding re-
tirement, multilpiec
by number of years
of total service
certified on prior-
- service certifi-
cate. Teachers witi
25 years of state
service to receive
total allowance of
not less than $400»
r
i
I
that a median figure^of at least $6^6 is required annually to meet mini-
|
mum needs. Therefore, if by "reasonable comfort" we mean being able to I
I
provide the necessities of life and but little more, all of the states un- '
der consideration, save possibly California, grant retirement allowajices
j
that permit this form of living. While the pension may appear to be inade-*
qxaate, it must be borne in mind that the size of the pension depends upon I
the size of the teacher's contributions, and that if the pension allowance ;
is to be increased significantly it caji only be done by increasing the ratej
of contribution. Again, as one grows older, his v.-ant6 tend to decrease, 1
and the pension received is usually ample enougji for him to discharge his \
1
ordinary financial obligations. It is also to be presumed that over a per-j
i'
iod of years the teacher has been reasonably economical so that he does not|
have to depend entirely upon his pension for economic security,
j
j
III. Are the sums deposited by the teachers and by the public dur-i
ing the period of service approximately equal?
\
Table 6 reveals that in California, Massachusetts, New York, and Ohio
the contributions of the teacher are matched by the state, and the teach-
er's annuity is merged with the state's pension. It must also be noted
that the California legislature only appropriates money for the teacher's
retirement fund when necessary. The only state not contributing eqvially toi
the teachers' retirement fimd is Michigan, The table also reveals that
New York is the most generous in the awarding of pensions, Ohio next, and
then Massachusetts, with California placing last,
1/ Research Bulletin of the National Education Association, "Studies in
State Educational Administration," No. J, (January, 1951)* P» 5«

ITable 6, Comparative Analysis of the Sums Deposited in the Five State Sys-
tems •
Con .ributions
States By Teachers By State
(1)
California
Massachusetts
Michigan
New York
(2)
^2 monthly, (Total contribu-
tion at date of retirement
minimum ^5^0.
)
Not leQi, than ^% nor more than
1% of salary; rate established
each year and must be xmiform
for all members, except that
minimum rate shall be and
maximum $1^0 a year.
One-half per cent salary (max-
imum $5) first 5 years; one
per cent (maximum ^lO) next 10
years; 2 per cent (maximtom
$20) thereafter. (Total con-
tributions minimum is year's
pension.
)
(5)
Appropriation if necessary,
5ifo inheritance taxes. Dona-
tions, legacies, etc.
State grants pension equal to
annuity, with certain limita-
tions. State also takes care
of total administrative ex-
pense.
None, although donations,
gifts, legacies and bequests
constitute a permanent fund
of which only the income is
used.
Ohio
4 per cent of annual salary
(compulsory); state pays an-
nually a percentage of all
earnable compensation of all
teachers known as the Defici-
ency Contribution. The total
payments shall be such as, wheib
combined with amounts in pen-
sion accumulation fund, to pro
vide for all pensions granted.
An BJinuity actuarily equiva-
lent to acciimulated contribu-
tions, and a pension of Z fi-
nal average salary; not less
than ?400 per anntun if 25
years of state service; mem-
ers 70 years of age with lesfl
than 25 years' service receiv^
pension of one-hundredth of
final average salary multi-
plied by years' service.
4 per cent of salary, not ap-
plicable to that part of sal-
ary exceeding $2,000,
Annuity equal to accumulated
contributions and a pension
of equal amount, plus sn a-
mount equal to 1-g- average
fixed salary multiplied by
years' service.
IV. Are the deposits by the teacher and the payment of the public
stated by the organic act creating a retirement system?

In California the organic act provides for a deposit of $24 per annum
by the teacher, and for a payment by the state of 5 per cent of the taxes
collected from the inheritance tax, and for an appropriation from the leg-
islature, if necessary.-^
In Massachusetts the deposit of the teacher, baaed on a percentage of
his salary, varies from 5 per cent to 7 per cent, or from "^^ ^>150«
This rate is determined annually; tne custom in recent years has been to
fix the deposit at 5 per cent. The payment of the state is not worded so
definitely: "Such amount as shall be appropriated by the general court
• • • •
The state of Michigaji which makes no payment to the teachers' retire-
ment fund requires each teacher to deposit an expressed per cent of his
salary, graded according to his service: one-half per cent of his salary
(maximum $5) first five years; one per cent (maxim\am $10) next ten years;
2 per cent (maximum §20) thereafter. (Total contribution: minimum, one
year's pension.) In case of insufficiency of the fond, the board may in-
crease the contributions from one-half per cent to one per cent, from one
per cent to 2 per cent, and from 2 per cent to 5 pe^" cent,"^
A member of the New York Teachers' Retirement Plan deposits 4 per cenl
of his salary annually and the state makes a payment that is a "uniform,
l/ Lav/s and Rules Governing the Retirement of California Public School
Teachers, Article I, Chapter 9* P» 15«
2/ Commonwealth of Massachusetts, General Laws Relating to the Retirement
System for Public School Teachers, Chapter 52, Section 9, p. 5»
^/ Michigan Teachers' Retirement Fund Law, Act 134 of the Public Acts of
l9.§7i Chapter I, p. 5.
4
constant per cent of earnable compeneation of average new entrant, ""^
In Ohio the teacher makes a deposit of 4 per cent of hie salary up
to $2,000, while the state annually makes a payment equal to the accumu-
2/
lated contributions.
A scansion of the data indicates that the deposit of the teacher has
been clearly stated by the orgajiic act. The payments of the states of
California, New York and Ohio are clearly expressed, but the payment of
the state of Massachusetts can be criticized inasmuch as this payment is
not definitely stated, the amount to be appropriated being annually deter-
j
mined by the state legislatxire, Michigan, as has been shown, does not
provide for a payment by the state,
V, Does the retirement board open an account with each indivi-
dual teacher?
In all of the five retirement systems under analysis, provision is
made for the keeping of individual accounts. Each member of these retire-
ment associations is assured that his annuity contract is an inviolable
one. In each system the deposits of the member are set aside in a trust
fund for him.-^
VI, Are the teacher's contributions and the state's payments to \
the retirement fijnd made regularly and concurrently during the teach-
er's period of service?
1/ New York State Teachers' Retirement Fund for Public School Teachers,
Article 45-b, p. 21-22.
2/ Law of the State Teachers' Retirement System of Ohio, Section 7896-A4,
p. 20-21.
^ Retirement Law of California, op. cit,. Section 5,582, p. 17. Massa-
chusetts Retirement Law, op, cit.. Section 9> p« 5» Education Law of
Michigan, op. cit.. Section 8, p. 5« Retirement Law of Kew York, op. cit,j
Section 1107, P» 10, Retirement Law of Ohio, op, cit,. Section 7896-19*
p. 11,

In four of the states the teacher's contributions and tne state's pay-j
ments are made regularly and concurrently. The practice is for the stipu-
lated amount to be withdrawn from the salary of the teacher by the local
school system each month, and for the state to make its payments annuall;
This agreement is also shovm graphically in Tables 5, 6 ajid 7 which reveal
the nature, the time, and extent of the payments of the teacher and the
state. Since Michigan does not make any payment to the teachers' retire-
ment fund, its ajiswer to the question must be a negative one inasmuch as
its teacher-retirement system is essentially a teacher-contributory one,
VII. Are these retirement systems on aji actuarially reserve
basis?
Table 7« Form of the Payments of the States to the Retirement Fund
States Fund receiving pay-
ment
Amount paid When paid
(1) (2) (5)
California Public school teach-
ers ' permanent fund
Five per cent of
taxes collected
under inheritance
or transfer tax
laws of the state.
Fund also to re-
ceive appropria-
tions from the
legislatxire.
Annually, From
time to time.
Massachusetts Pension fund "Such amoxmt ae
shall be appro-
priated by the
From time to time,
(Annually)
1
l/ Retirement Law of California, op, cit.. Section 5,844, p, 1^, Section
5,855, P» 20; Retirement Law of Mass., op, cit.. Section l4, p. 7; Retire-
ment Law of K.Y., Section 1109-6, p. l6-7; Ohio, Section 7896-I9, p. 11.
a/ Research Bulletin of the National Education Association, "Current Is-
sues in Teacher Retirement," op. cit., p, 242. After Table 5,
I
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Table 7. (concluded).
States
Fund receiving pay-
ment
Amount paid When paid
(1)
Massachusetts
Michigan
New York
(2)
Teacher-contribu-
tory only
Pension accumula-
tion fund
Ohio Employer ?s acc\Amu-
lation fiind
(5)
general court.
a. Uniform, con-
stant percentage
of earnable com-
pensation of aver-
age new entrant.
At present date
this equals 2,61%
b. Rate per cen-
tum of total com-
pensation of all
contributors in
preceding school
year. To be at
least ^% greater
than preceding
annual payment.
a. Uniform, con-
stant percentage
of earnable com-
pensation of aver-
age new entrant,
it present date
this equals 1,Q2%
b. Rate percentum
on basis of pay-
roll used in com-
puting deposits
during the previ-
ous school year.
At present this
equals 1,51%
Annually
Annually
Annually
Annually
Table 7 reveals that California and Massachusetts are on the cash

disbursement plan, and that no effort is made ahead of time to meet the '
cost of retirement allowances or to provide for accrued liabilities. The I
benefits are appropriated for at the time they come due. Michigan is not !
(
listed since its teachers' retirement system is essentially a teacher-
contributory plan.
In the case of New York and Ohio the annual deposits of the state
take tne form of a percentage of payroll, so calculated as to provide
advance payments against the future retirement allowances of the members
of the system. These rates of payments are on an actuarial basis there-
fore, while the rates of the payments of California and Massachusetts de- f
finitely are not,
VIII, Are periodic actuarial investigations provided for?
The amounts to be paid into the reserve funds in order to guarantee i
the benefits promised and other features of a sound retirement system
should be based upon careful actuarial calculations.
j
From time to time it may be found necessary to revise the calcula- I
tions or estimates if the financial soundness of the system is to be pre-
|
served, and the changes that take place should be based upon an actuarial i
evaluation. i
Table 8 reveals that in California, New York and Ohio the retirement
j
I
boards are empowered to employ actuarial advice and to keep records in
|
i
such form that it is possible to prepare accurate mortality and service
j
tables, Michigan makes no provision for an actuarial investigation. The
|
retirement law of Massachusetts does not call for an investigation of the
|
system by a competent actxiary, but leaves that task to the insiirance com- ji
•i
Table 8. Periodic Actuarial Investigations in These Systemi
iVhen Required
States
Nature of Investiga-
tion, when Specified
elated Provisions
(1)
California
Massachusetts
Michigan
New York
(2)
Not to exceed
six year per-
iod.
At such times
as retirement
board may con-
sider it nec-
essary, and
at least once
within first
5 years and
each 5 year
period there-
after.
(5)
Actuarial investiga-
tion into the mortal-
ity, service and oth-
er experiences of mem-
bers and beneficiaries
and further shall make
an actuarial valuation
of the assets and lia-
bilities of the system
No provision, al-
though the retirement
law states that the
insurance commission-
er or his agent shall
at least once every
year examine the af-
fairs of the retire-
ment system, and the
mortality and service
experience of each
contributor and bene-
ficiary.
No provision.
Competent actuary fam-
iliar with retirement
systems to prepare re-
ports showing complete
valuation of present
and prospective assets
and liabilities of
funds, with exception
of expense fund, shall
investigate mortality
and service experience
(^)
Board shall determine
tne rates or interebt
being earned on the
fund created. Upon the
basis of any or all
such investigations,
valuations shall adopt
such interest rates,
mortality, service and
other tables as shall
be deemed necessary.
^
For the pxirposes afore-^
said, the commissioner '
or his agent shall havel
access to all the se-
curities, books and
papers of the retire-
ment system, and may
summon and administer
path to any person re-
lating .... to the con-*
duct of the system.
a/ "Current Issues in Teacher Retirement," op. cit.
Table 19.
Board shall have power I
to secure services of
j
such technical employ- '
ees as may be necessary
to transact business of|
system. Shall collect
and keep in convenient
form data necessary to i
preparation of required
mortality and service
tables,
p. 266. Adapted from
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Table 6. (concluded)
1
1
1
j
i
1
States
When Required Nature of Investiga-
tion, when Specified Related Provisions
(1)
New York
Ohio
(2)
At such times
as retirement
boards may con-
sider it neces-
sary and at
least once with
in first 5
years of operan
tion and each 5
year period
thereafter.
(5)
of members of system.
Competent actuary
familiar with re-
tirement systems to
prepare report show-
ing complete valua-
-tion of present and
prospective assets
and liabilities of
funds created. Shall
investigate mortal-
ity and service ex-
perience of members
of system.
(^)
Board shall have power
to secure services of
such technical employees
as may be necessary to
transact business of re-
tirement board. Shall
collect and keep in con-
venient form data nec-
essary to preparation of
required mortality and
service tables.
missioner who may or may not avail himself of the advice of an actuary.
The payment of the state pension in Massachusetts is not on an actuarial
reserve basis, although the annuity of the teacher is thus protected,
IX. Is disability provided for after a reasonable period?
j
Table 5 on page ^2 of this chapter divulges that all of the states
!
herein discussed provide for disability allowances after a certain period
j
I
of service. In all of the states except New York the complete period of
[
service must have been render^ in the state wherein the applicant was
teaching at the time the disability occurred. As the table reveals, the
i
disability allowance represents a fraction of the regular superannuation
|
retirement allowance,
|
X. Are teachers' accumulated deposits returnable in case of
j
withdrawal from service prior to retirement?
t
1
1

Authorities appear to be generally agreed that the sum of the teach-
er's deposits should be available in some form in case a teacher leaves
prior to regular superannuation retirement, although there are some who
hold that such a provision tends to encourage resignation as a means of
obtaining funds to meet temporary financial stringencies. However, inas-
much as the deposit of the teacher represents money that has been with-
drawn from his salary, the loss that would accrue is one that would not
materially affect the finances of the retirement system. His deposit
should be considered as a savings account being held in reserve for him
and not as the exclusive property of the state.
Table 9« Amount of Deposit Withdrawals by Teacher Who
Leaves System Prior to Retirement,^
States
Amount of Deposit Withdrawable
All Part Kone
(1)
California
Massachusetts
Michigan
New York
Ohio
(2) (4)
X
X
X
X
X
The above table discloses that the practice in all the states save
j
California is to consider the deposit of the teacher as his personal prop-'
I
erty, returnable to him upon withdrawal from the retirement system by re-
j
1
I
signation or dismissal. It is pertinent to note that there are only threej
statewide retirement systems currently functioning, California, Minnesota,
and Virginia which do not permit the teacher to withdraw his deposit on
withdrawal, Michigan permits one-half of the amount deposited, without
j
a/ "Current Issues in Teacher Retirement," op. cit., p. 247. Adapted from i
Table 7.

interest, to be withdrawn. However, application must be made within four '
I
il
months after withdrawal, Ohio permits one-half of teacher's deposit, ij
without interest, to be withdrawn as long as application is made within j
II
eighteen months after withdrawal,
ij
Ij
XI, Are a choice of options offered upon retirement?
jj
ij
This provision seems necessary, for if a retirement system is to be
considered a form of savings, it is desirable that beneficiaries be per-
mitted to exercise option in settlement of their retirement benefits,
,{
Table 10. Options Offered Teachers at Retirement.^
^
Persons offered options Form of options 1
Regular Disability Optional settlement for survivors
annuitants annuitants All Unpaid balance Joint survivor-
j
States returnable in ship annuity :
Lump Annuity Annuity Part an-
sum continu-
ed in
full
nuity
contin-
ued
(1) (2) (5) (A) (5) (6) (7) (3)
California • X X X
Massachusetts X X !
Michigan
New York
• • •
X X X X
1
X X X X
Ohio X X X X
1
An analysis of the table reveals teachers in the systems under analy-
I
sis may elect: (l) to receive a straight annuity; (2) to provide the bene-
ficiary with the retired allowance (Massachusetts excepted); or (j) to
I
have any contribution remaining to his credit returned to his beneficiary
j
in a lump sum,
|
a/ "Current Issues in Teacher Retirement," op. cit,, p, 26l. After Table
17.
Ir
c
!
IIn California no optional elections are effective if a member dies
within 50 days after applying for allowance. The same is true in the state
of New York, In Massachusetts the balance is paid to the estate or the
beneficiary in a lump sum.
The options offered by the Massachusetts Teachers' Retirement System
need some clarification. There are two kinds of annuity provided by the
retirement lav;. At the time of retirement a member must elect the kind of
annuity he wishes to receive.
The two kinds of annuity are as follows
Option A. No Refund to Estate ,— This form of annuity xs payable
for life and all payments cease upon death. If a member chooses this
form of annuity he will receive the largest possible life income pro-
vided by the retirement law, but death terminates the account and the
member's estate will have no claim on the contributions with interest
which the member had to his credit at retirement.
Option 3. Refund Annuity ,— The annuity payments under this form
of annuity are payable for life, and are smaller than those provided
under Option A, but if the member dies before receiving annuity pay-
ments equal to the amount which was used to purchase his annuity (total
contributions with interest, but not to exceed |6, 716,19 if a man or
$7,570,68 if a woman), the differences will be paid to the estate. By
choosing this form of annuity a member is assured that if he does not
live to receive annuity payments equal to the amount which v/as used to
purchase the annuity the balance will be paid to the estate,
XII, Is credit allowed for past service?
The following table discloses that all five retirement systems give its
members credit for previous and outside service, and therefore are in agree-
ment with the principle that the service of the teacher in another retire-
ment system should be recognized by the new one. In California, a teacher
must make up deposits at 5^ for years of outside service claimed. In Michi-
j
1/ The Teachers' Retirement System of Massachusetts, Bulletin No, 9, (Septem-
ber, 1956), p. 7.
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!
1
1
1
1
1
1
1
i
1
!
i
j
i
i
•
1
j
j
r
g&xi, a teacher, age 60, may receive smaller allowances on 25 years of ser-
I
vice, as long as 15 years of service have been in that state, including the
last 5 years. In New York state the conditions described in Table 11 apply
to new entrants. Present teachers age 60 nay retire on 55 years of service,
regardless of age. In Ohio new entrants with less than 5 years of service
are not eligible for retirement. Teachers with ^6 years of service may re-
tire at anQT age. Outside service may be cotuited as prior service if a teach-j
er makes up deposits due for such a period.
In Massachusetts, present teachers, for whom there is no age require-
ment, must have given 15 years of state service, five to immediately pre-
cede retireme.-w. By a bill passed in 1957* Section ^02 of the General Laws
provides that credit may be given for service not exceeding 10 years ren-
dered in other public day schools in other states. (Table 11 x euid y,)
Table 11, Years of Service Required for Optional Superannuation Retirement,
Years of Service
States Total number Amount of State service Minimum age
required. total to be immediately
in state. preceding re-
tirement.
(1) (2) (^) (5)
California 50 15 10
Massachusetts X y 60
Michigan 50 15 5 60
New York 25 25 60
Ohio 60
XIII. Are rights under previous retirement systems safeguarded?
The California State Teachers* Retirement Law, adopted July 50* 1957*
referring to the retirement system which superseded one formerly in exis-

tence, states:-.1/
Such assets or records as are transferred shall be held for the
same purposes under the retirement system as under the fund or board
from which they were transferred, and beneficiaries nominated in such
records shall continue unchanged until changed as provided herein.
In June, 1915* General Coxirt, by the enactment of chapter 8^2 of
the Acts of 1915* provided for the establishment, on the first day of July,
191^, of a retirement system for public school teachers employed in the
cities ajid towns of Massachusetts, This law recognized the fact that a
few cities and towns had adopted the local teachers' pension act (chapter
498 of the Acts of 1908), and provided that in case cities and towns which
had adopted this act retired teachers after July 1, 191^* they should be
reimbursed by the Commonwealth for those teachers to the extent of the pen-
sion the teachers would have received if they had retired under the pro-
visions of the State system. Inasmuch as the retirement allowances of the
new statewide system were more generous than those offered by th. local
systems then in effect, the teachers received not only the benefits pro-
mised them but more in addition, 2/
In 1957 Michigan revised its retirement plan to some extent, and, in
making these revisions February 18, 1957* ordained the following:-^
All moneys, credits, and other property belonging to the retire-
ment fund created by act number five of the public acts of nineteen
hxandred twenty-five, shall, on the day this act takes effect, be trans-
ferred to, ajid become a part of the retirement fund hereby created
1/ California, Laws and Rules , op. cit,. Section 5,812, p, 4,
2/ Teachers Retirement Board of Massachusetts, First Annual Report, Decem-
ber 51, 191A, p. 5-6.
^ Michigan, Teachers' Retirement Fund Law, Act 184 of the Public Acts of
1957, Section 4, p. 1-2.
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The annuities and benefits of all teachers who are receiving or entitlej.
to receive annuities or benefits under act number one hundred seventy-
four of the public acts of nineteen hundred fifteen, and, or act number
five of the public acts of nineteen hundred twenty-nine, shall, after
the effective date of this act, be as prescribed in section nine of
this chapter, except as otherwise provided in this chapter.
The retirement law of New York contains the following pertinent clause:
All persons who have been placed upon the retirement list in ac-
cordance with the provisions of the act creating any teachers' retire-
ment system or fund, dissolved and discontinued as provided herein,
prior to the taking effect of this act, shall, upon such dissolution
and discontinuance, become entitled to receive-the same amounts which
they would have been entitled to receive under the provisions of this
article if the said retirement fund or system had been dissolved or
discontinued as provided by law prior to August first, nineteen hun-
dred and twenty-nine,-^
The above law was occasioned through the amendment of the New York
State Teachers' Retirement Plan which brought about the merger of the local
teachers' retirement and pension systems with the state retirement system.
At the present time New York City is the only local government which has
its own teachers' retirement system in this state,
2/The following statement is found in the retirement law of Ohios^
If a local district pension system votes to merge with the re-
tirement system as provided in this act (G, C, Section 7896-I to
7896-65), the retirement board created by this act shall employ an
actuary to value the assets and liabilities which will be taicen over
by the retirement system hereby created in the event of such merger
Provided that no teacher, a member of a local district pension
system at the time of the passage of this act, sha:ll receive a lesser
total allowance upon retirement after merger of the local system with
the state system than said teacher would have received upon retire-
ment under the provisions of the local system.
All five retirement systems make provisions for the safe-guarding of
the financial interests of those members of retirement systems which have
1/ New York, Retirement Law, op, cit,. Section 1109b, p. 26,
2/ Ohio, Retirement Law, op. cit.. Section 7896-59, p. 27.
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been absorbed by more recent ones. In all five instances the enabling act
has ordained that the members of such systems be guaranteed all the privi-
leges and benefits that they had been led to expect,
XIV, Is provision made for co-operative or reciprocal relations
between the retirement systems of the different states?
The Law and Rules Governing the Retirement of California Public School
1/
Teachers, concerning inter-state reciprocal relations, has this to say:
The following time shall be included, subject to subsection (5)
of this section, in the computation of the service to be credited to
a member for the purpose of determining whether such member qualifies
for retirement under sections. 87O and 5,872 hereof and of determining
the amount of permanent fund contributions to be required of such mem-
ber under section 5,850 hereof ,,,, time served in a status, which in
this State is requisite for membership herein, in other States of the
United States of America, and its Territories and its possessions and
in Canada, and time served as an exchange teacher in any location.
Chapter '^02 of the General Laws of Massachusetts provides that credit
may be allowed for service not exceeding ten years rendered in the public
day schools of other States, To receive credit for such service rendered
since July 1, 191^, a member must pay the assessments with interest which
he waild have paid if the service has been rendered in Massachusetts, A
member who served in the public schools of Massachusetts prior to July 1,
1914 may receive credit for service renaered in the public day schools of
other states prior to that date without the payment of assessments, except
that if the member has had any service in the public day schools outside
Massachusetts since July 1, 191^, he must pay the assessments with interest
for the service since July 1, 191^ before credit can be allowed for outside
service prior to that date and the total credit for outside service cannot
exceed ten years.
1/ Laws and Rules of the State Teachers Retirement Plan in California, Sec-
tion 5,822, p. 71
ficii»©l of Education
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The retirement law of Michigan also provides for cooperation with other
1/
state retirement systems, for it sets forth:
The time spent in teaching in any public institution of this state
and the time spent in any office or employment included under this chap
ter shall, for tne purpose of this section, count as part of the aggre-
gate time of teaching service,
A teacher who has attained the age of 60 years and who has taught
in the public schools in this state or elsewhere in the United States
.... shall, upon and during retirement from actual service as a teacher
on or after December 1, 1915, be entitled to an annuity,,,.
The retirement law of New York is even more specific them are Califor-
nia, Massachusetts and Michigan on the point of acceptance of teaching ser-
vice rendered in other states and of the deposits made in such systems, for
it reads, apropos of this, as follows:^
Any contributor entering the retirement system after having with-
drawn from another retirement system and having given notice at the
time of withdrawal to the retirement board of such system of his in-
tention of becoming within one year a member of the retirement system
may deposit in the annuity savings fund the amount of his accumulated
contributions withdrawn from such other retirement system In case
he comes from a retirement system not under the laws of this state he
shall be given a prior service certificate showing a period of service
such that the liability incurred by the retirement board on his account
by reason of prior service shall be equal in amount to the reserve so
transferred, provided that in no case shall such a contributor who is
classified as a new entrant be given less credit in his prior service
certificate than he would have received had no reserve been transferred
on his account.
The retirement law of Ohio relating to the recognition of credits ac-
cumulated in other states reads as followss-^
Any present teacher or new entrant in addition to service as
teacher as defined in this act, may claim credit for similar service as
1/ Retirement Law of Michigan, op. cit,. Section 2-A, p, ^-4,
2/ Retirement Law of New York, op. cit.. Section 1109m, p, 2^-24,
^ Law of the State Teachers' Retirement System of Ohio . Section 7896b, p. lip
11
1
1
i
1
_
1
1
1
1
1
<
a teacher in the public day schools, in state universities, state nor-
mal schools and other state supported schools of Ohio in which mem-
bership in the retirement system is allowed, of another state of the
United States or of any territory or possession of the United States,
and such service shall be treated by the retirement board as prior ser-
vice and included in his prior service certificate as if it V7ere prior
service in the state of Ohio - provided the teacher shall pay into the
employers' accumulation fund an amount equal to the full additional
liability assximed by such fund on account of the crediting of such
years of service rendered outside of the state,
A review of the evidence put forward here discloses that all five sys-
tems make provision for the acceptance of a certain nxamber of years of
prior service spent under the jurisdiction of other retirement systems and
that in no one of these state retirement systems is a member penalized
through changing from one euch system to another. It should be noted that
California, Massachusetts, and Michigan are not as specific in the accep-
tance of prior service credits nor as clear with respect to the contribu-
tions of the new entrant as are New York and Ohio whose reciprocal provis-
ions are more succinctly and comprehensively phrased,
XV, Is the administration of the retirement system in the hands
of a retirement board v/hose make-up is carefully prescribed in the re-
tirement law, and which is representative of both the public and the
teacher?
Article III of the retirement law of California provides thats"^
The retirement system shall be managed, except for the investment
of the funds, by the teachers' retirement board hereby created, the
members of which shall be the members of the State Board of Education
and the appointive members of the Retirement Investment Board,
The President and secretary of the State Board of Education
shall be the presiaent and secretary, respectively, of the retirement
board. Members of the said board shall serve without compensation but
shall be entitled to reimbursement of any traveling expenses incurred
in connection with membership in the retirement board.
1/ Laws fend Hules Governing the Retirement of California Public School
Teachers, op. cit.. Section 5820,, p, 4,
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The State Board of Education formerly constituted the State Teachers'
Retirement Salary Fund Board, but the California legislature in September,
1957 » so amended the retirement law that two representatives of the teach-
ers 'vere appointed to aid the Board of Education to administer the financial
affairs of the system. The total membership of the retirement fund is now
twelve.
The legislative provision, ordering the establishment of a teachers'
retirement investment board, states that it shall consist of^
,,,, the State Superintendent of Public Instruction, the State
Director of Finance, the State Controller, and two teachers appointed
by the State Board of Education for four year terms. The State Board
of Education shall fill each vacancy in said four year terms by ap-
pointing a teacher to serve the unexpired portion of the terms in which
the vacancy occurs.
Chapter 15, Section I6 of the General Laws of Massachusetts, relating
to the establishment of a state teachers' retirement system, states:-^
The teachers' retirement board shall consist of the commissioner
of education, ex officio, a second member elected by the teachers' re-
tirement association established under section seven of chapter thirty-
two from among their members,and a third chosen by the other two. Upon
the expiration of the term of office of an elected member or in case of
a vacancy in said office, his successor shall be elected for three
years as aforesaid. Upon the expiration of the term of a third member
or in case of a vacancy in said office, his successor shall be chosen
by the other two and shall serve one year.
The law relating to the establishment of a teachers' retirement board
3/in Michigan states:"^
There shall be a Michigan teachers' retirement board hereinafter
1/ Ibid., p, 5,
^ Commonwealth of Massachusetts, General Laws Relating to the Retirement
System for Public School Teachers, Chapter 15, Section I6, p. 9»
^ Michigan Teachers ' Retirement Law, op, cit,. Chapter I, p. 2,
1

called the retirement fund board, consisting of the superintendent of
public instruction and five other members appointed by the governor.
At least one of such members shall be a woman teacher in the public
schools .... The term of office of the respective members of said re-
tirement fund board shall continue and shall expire in accordance with
appointments made under said act number five of the public acts of
nineteen hvmdred twenty-nine. Their successors shall be appointed for
terms of five years j a vacancy in the office of any member shall be
filled for the unexpired term by the governor.
The rules for the establishment of a teachers' retirement board in the
state of New York prescribe that:-^
(1) The general administration and responsibility for the proper
operation of the retirement system and for making effective the pro-
visions of this article is hereby vested in a retirement board which
shall be organized immediately after the appointment of its members,
j
The retirement board shall from time to time establish rules and regu-
j
.
lations for the administration and transaction of its business and for
the control of the funds created herein and shall perform such other
functions as are required for the execution of the provisions of this
article,
I
(2) The retirement board shall consist of seven members as follow^
(a) One member who is not an employee of this State, who shall
be an executive officer of a bank authorized to do business in this
State, elected by the Board of Regents of the University of the State
of New York to serve a term of three years. Following the completion
of the initial term, the stated term of such member will be three
years.
(b) Two administrative officers of the New York State school
system, appointed by the Commissioner of Education, one to serve for
two years and one to serve for three years, Members of the present
state teachers' retirement board shall be deemed to be administrative
officers of the New York State school system within the meaning of this
provision. Following the completion of the initial terms, the stated
terms of service of such members shall be three years,
(c) The Comptroller of the State of New York or one member
appointed by him who shall serve until his successor is appointed,
(d) Three members elected from among the members of the re-
tirement system, one to serve for one year, one for two years, and one
for three years. Following the completion of the initial terms, the
stated terms of service of such members shall be three years.
In Ohio the education ordains that the retirement board shall consist
1/ New York State Teachers' Retirement Law, op, cit,. Section 110^, p, 5-6,

of five members, the members of which will be ,1/
(a) the superintendent of public instruction; (b) the auditor of
the state; (c) the attorney general, and two other members kno7?n as
teacher members v/ho shall be members of the retirement system and who
shall be elected by ballot by the members of the retirement system,
Annually after the first election a member of the retirement
system shall be elected by ballot to membership in the retirement board
to serve for a term of two years beginning on the first day of Septem-
ber following the election*
It can be remarked in passing that in all five states, the retirement
laws provide for the state treasurer to be the custodian of the respective
funds.
An analysis of the data indicates that in all five states the control
of the retireiaent system is vested in an retirement board whose make-up is
carefully prescribed by the retirement law. In all the states both the
public and the teachers are represented adequately on the retirement boards,
and the method of selection of members is such that a high type of personnel
should be secured,
XVI, Is the teacher required to fulfill certain minimum age or ser-
vice conditions before he may qualify for regular benefits?
Table 12 show the nature of the conditions for optional retirement un-
der the five state-wide teacher retirement systems under analysis. All five
systems require certain minimum conditions to be fulfilled before a teacher
may qualify for retirement.
All of the states demand that a certain nximber of years be served be-
fore the member may retire, and all of the states, with the exception of
California, require that the member be at least sixty years of age. In Oali-j
1/ Law of the State Teachers' Retirement System of Ohio, Section 7896-^, p,7
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a teacher must make up deposits at 5 per cent interest for years of out-
side service claimed. He may receive credit for service in teachers col-
leges, certain state schools, the southern branch of the University of
California, and for war-time service in the United States military and
naval forces.
In Massachusetts, present teachers, for whom there is no age reqxiire-
ment, must have given 15 years of state service, five to immediately pre-
cede retirement. Pension for these teachers is increased to what it would
have been had retirement taken place at age 60 with ^0 years of service.
In Michigan a teacher, age 60, may receive smaller allowances on 25 years
of service, as long as 15 have been in the state, including the last 5
The conditions described in Table 12 apply to new entrants. Present
teachers, age 60, may retire on 25 years of total service. Any teacher
may retire on ^5 years of service, regardless of age. New entrants, in
Ohio, with less than 5 years of service are not eligible for retirement.
Teachers with ^6 years of service may retire at any age. Outside service
I may be counted as prior service, if the teacher msQces up deposits due for
years.
such a period.
Table 12, Minimum Conditions for Retirement,
a/
Jong itions
States Years .of service Minimum a^e
Total number
required
State service to immedi-
ately precede retirement
t2T
California 50 10
a/"Ourrent Issues in Teacher Retirement," op. cit,, p. 249. Adapted from
Table 9.

Table 12. (concluded)
Conditions
Years of service
Total number
required
State service to immedi-
ately precede retirement
Iilinimum age
(1)
Ma8 sachusetts
Michigan
New York
Onio
(5) (A)
60
60
60
60
XVII. Has any age for compulsory superannuation been set up?
A consultation of the laws of the California retirement system reveals
that no compulsory retirement age has been set up. Cessation of membership
in this system occurs only xmder the following conditions:"^
If a member shall die or be retired, or if he shall withdraw his
contributions upon termination of service in a status requisite for
membership
The retirement law of Massachusetts, however, does set up a compulsory
retirement age, stating:-^
Any member, on attaining the age of 70, shall retire from service
in the public schools at the end of the school year in which said age
is attained, but any member attaining tnat age in July or August shall
then be retired,
Michigan, like California, has not established a compulsory retirement
age, emd the clause referring to retirement of the member only has to do
with that retirement which is voluntary. This pertinent clause reaas:
Retirement may be had on request of the teacher, or upon the re-
1/ Retirement Law of California, op. cit.. Section 5.84A, p. 1^.
2/ Retirement Law of Massachusetts, op. cit.. Section 10, p. 5»
5/ Retirement Law of Michigan, op. cit.. Section 10, p. ^.

quest of a board of education or other controlling board of a public
school district or public institution designated in this chapter. Re-
quest for retirement shall be made in writing addressed to the retire-
ment fund board .... The board shall pass upon all requests for re-
tirement and shall determine whether such requests should be granted.
The retirement law of the state of New York does not state outrightly
that the member of the retirement system must retire when he has reached th€
age of seventy, but leaves this to the discretion of the employer or employ-
ee. In practice, however, most of the members retire at the age of seventy
The law embracing this reads: 1/
Any member who has attained the age of 70 be retired at his
own request or at the request of his employer if he or his employer
file with the retirement board a statement duly attested to setting
forth at what time subsequent to the execution and filing thereof re-
tirement is desired, and if throughout the year immediately preceding
the filing of such statement he shall have been in service as a teacheif
in this State. The retirement board shall retire said member as of th^
date so specified or as of such other time within thirty days there-
after as the retirement board may find advisable.
In the state of Ohio the procedure followed in the retiring of teacher£
who have reached the age of seventy is quite similar to that of New York,
since the consent of the employer or employee must be had before the mem-
2/ber can be retired. The law reads:
At the end of the school year in which they became members
the retirement board shall retire all teachers who were over 70 years
of age at the time they became members and shall retire all other mem-
bers at the end of the school year in which the age of 70 is attained,
provided in each case the consent of the employer is secured.
The evidence presented is that the retirement systems of California
and Michigan do not provide for compulsory retirement of members who reach
the age of 70; that Massachusetts makes retirement at 70 compulsory; but
1/ Retirement Law of New York, op, cit,. Section 1109, P« 12.
2/ Retirement Law of Ohio, op, cit,. Section 7&9^-^hf p. l6.

that New York and Ohio make retirement of members who have reached the age
of 70 compulsory only when the request is made, or the consent given, by
the employer and employee concerned.
Since the argument most frequently raised against the practice of set—
I
ting a compulsory age for retirement is tnat in exceptional cases it causes!
retirement of experienced employees whose competency is apparent, it would
appear that the retirement systems of New York and Ohio leave a legal way
open for the retention of competent teachers who are over 70*
XVIII. Is the teacher's deposit to the retirement system expressed
as a percentage of salary?
Table I5. Form of Teacher's Deposit in Retirement Fund,
States
Teacher's deposit
Percentage
of
salary
Percentage of
salary graded
according to
service
Flat amount Indefinite per-
centage of sai-
ary
(1)
California
Massachusetts
Michigan
New York
Ohio
(2) (5) (4)
X
(5)
X
X
X
X
In Massachusetts the law specifies a minimum and maximum of 5 ^^nd 7
per cent respectively. The total siam of assessments to amovmt to no more
than $150 nor less than $^5 for a full school year. The rate of assess-
ment now in effect is 5 per cent of the salary. In Ohio salaries over
$2000 are not considered.
a/ "Current Issues in Teacher Retirement," op. cit., p. 240, Adapted from
Table 4.
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An inspection of Table 1^ reveals that California alone prescribes
that the teacher make his deposot on the flat-rate plan, whereas in the
other four states the retirement systems prescribe that the deposit of the
teacher be expressed as a percentage of his salary. The chief criticism
against the plan of flat-sum deposits and it seems a valid one, is that
such a plan is not sufficiently flexible to meet changing economic condi-
tions. Criticism of this type of deposit can also be made on the score
that the deposit is too small to provide an adequate retirement allowance.
Table 6 of this chapter offers figures that would seem to bear out this
last assertion.
The extent of the agreement of these five retirement systems with the
established criteria .— To more effectively present the extent of the dis-
agreement and agreement of these retirement systems with the criteria that
has been established, use will be made of a check-list which will serve to
record the answers that have been given in response to the interrogatively
phrased criteria.
Check List of the Criteria
Question States
Sumber California Lilassachusetts Michigan New York Ohio
1. Yes Yes Yes Yes Yes
2. Yes Yes Yes Yes Yes
5. Yes Yes Yes Yes Yes
4. No Yes Yes Yes Yes
5. Yes Yes No Yes Yes
6. Yes Yes Yes Yes Yes
7. Yes No No , Yes Yes
8. Yes Yes Yes Yes Yes
9. Yea Yes No Yes Yes
10. No No No - Yes Yes
11. Yes No No Yes Yes
12. Yes Yes Yes Yes Yes
15. No Yes Yes Yes Yes
14. Yes Yes Yes Yes Yes

Question States
Number California Massachusetts Michigan New York Ohio
15. Yes Yes Yes Yes Yes
16. Yes Yes Yes Yes Yes
17. Yes Yes Yes Yes Yes
18. Yes Yes Yes Yes Yes
19. Yes Yes Yes Yes Yes
Questions
1, Is membership required of new teachers?
2. Is membership optional for those in service?
5. Does the retirement system provide for old age and disability?
4. Is the retirement allowance sufficient to enable the retiring teacher
to live in reasonable comfort?
5. Are the costs shared by teacher and public alike?
6. Is the aiaount of the teacher's deposit definitely stated?
7. Is the amount of the state's payment definitely stated?
8. Are individual accounts kept?
9. Are the contributions of the teacher and the payments of the state made
concurrently during the service of the teacher?
10. Are the retirement systems on an actuarial basis?
11, Are periodic actuarial investigations provided for?
12, Is disability provided for after a reasonable period?
15. Are the accumulated deposits of the teacher returnable in case of hie
withdrawal from service prior to retirement?
14, Are choices of options offered upon retirement?
15. Are credits allowed for past service?
16, Are teachers, active and retired, guaranteed under the new system all
the benefits which they had a right to expect under the old?
17. Is provision made for cooperative or reciprocal relations between the
retirement systems of other states?
13. Is the make up of the retirement board carefully prescribed by law?

19, Is the retirement board representative of both the public and the
teachers?
20, Is the teacher required to fulfill certain minimum age or service re-
quirements befire he may qualify for regular retirement benefits?
21, Has an age for compulsory retirement been set up?
22, Is the teacher's deposit expressed as a percentage of salary?
Check List of the Criteria (concluded)
Question States
Number California Massachusetts Michigan New York Ohio
20. Yes Yes Yes Yes Yes
21. No Yes Yes Yes Yes
22. No Yes Yes Yes Yes
Table l4. Extent of the Agreement with the Established Criteria
States Ansv^ers Percentage Equivalents
Affirmative Negative Affirmative Negative
(1) (2) (5) (5)
California 17 5 77.5 22.7
Massachusetts 19 86,4 15.6
Michigaji 16
.
6 72.7 27.5
New York 22 0 100.0 0.0
Ohio 22 0 100.0 0.0
An appraisal of the results .— A study of the check-list records the
facts that all five retirement systems register affirmative answers to the
first three questions on the check-list.
To the fourth question: Is the retirement allowance sufficient to en-
able the retiring teacher to live in reasonable comfort? a negative response
is credited to California, inasmuch as its maximum retirement allowance is
$600, hardly sufficient to justify one's terming it a sum adequate enougji to
meet the ordinary social and economic expenses of the retired teacher, - to

provide a modest living, in other words.
To the fifth question Michigan returns a negative answer because its
retirement system is essentially a teachers' contributory system, the state
i
I
administering and supervising the system, but not contributing to its sup-
I
I port.
Both Massachusetts and Michigan register negative answers to the
seventh question which asks if the retirement system states definitely the
amo\ant of the state's payment, Massachusetts registers its negative ans-
wer because the payments of the state are not figured on an actuarial basis
j
and the state's payment takes the form of an annual appropriation to meet
the pension allowances and the administrative expenses, Michigan's answer
I
is negative because the state makes no payment at all,
I
Since Michigan makes no payment at all to its retirement system, it
returns a negative answer to the ninth question which asks if the payments
of the state and teacher are concurrent,
California, Massachxisetts and Michigan return negative answers to the
! tenth question because none of them is on an actuarial basis, California
I
I
relies on gifts, legacies, a certain percentage of the state inheritance
j
tax, and, if necessary, an annual legislative appropriation. The retire-
j
ment system of Liassachusetts is on a cash disbursement basis, that is to
I
! say, the state's payments to the retirement fund take the form of annual
i
1 appropriations based on estimates submitted by the retirement board for the
I
payment of teachers' pensions, but no attempt is made to provide for a re—
i
tirement reserve. The Michigan retirement system is not on am actuarial
i basis, for no payment is made by the state. It must be noted, however.
i

: that in both the systems of Massachusetts and Michigan the annuity of the
I
teacher is on an actuarial basis. This annuity, of course, is purchased
with the funds of the teacher and bears no relation to the payment of the
I
state.
No periodical investigations are provided by the retirement laws of
Massachusetts and Michigan, hence negative answers are ret-jrned to the
eleventh question. Both retirement laws, however, provide for an annual
j
examination of the financial affairs of the systemLS by designated state of-
!
ficials.
California alone records a negative answer to the thirteenth question
which asks if the deposits of the teacher are returnable to him on with-
drawal from service prior to regular retirement. Unlike the majority of
retirement systems currently operating, California prefers to regard these
i deposits as the exclusive property of the state and not as a savings account
i
i
j
of the teacher.
From this thirteenth question to the twenty-first, all five retirement
j
systems return affirmative answers, California and Michigan set no com-
jl pulsory retirement age and, consequently, return negative responses to the
li
1^
twenty-first question,
jl California, alone of the retirement systems under inspection, conducts
!|
jl its system on a flat-rate plan of deposit by the teacher, and so returns a
I
' negative answer to the twenty-second question which asks if the system re-
!
quires that the deposit of the teacher be expressed as a percentage of sal-
;
ary,
I
;
Therefore, rating these systems solely on the basis of the number of
»
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affirmative responses retiArned to the interrogatively phrased criteria, the
retirement systems of New York and Ohio, having returned a perfect ecore,
merit the most commendable ramking, Massachusetts, a less commendable rank-
ing, and California and Michigan, in that order, the least commendable,
Siammation of the Data Presented
The history of teacher retirement systems shows that their development
has required long and hard struggles. Their creation has followed, as a
rule, the breakdown of local prejudices and an increasing public conscious-
ness that if educational efficiency is to be had in the schools the economic
j
security of the teacher must be taken into consideration.
Recent years have been marked by the growing sense of social and public
responsibility for the old-age protection of the teacher. Many students of
retirement systems now regard their establishment not merely a matter of
sentiment or philanthrophy , or as a reward for past service, or a compensa-
tion for low wages, but rather they regard the establishment of a retirement
system essential to old-age security, and that it is a necessary feature in
the development of a well-organized social and economic order.
It is now generally believed that the state and not the city is the be8"l[
agency for providing economy and security with regard to the retirement of
teachers. This belief is founded both upon theory and practice. The state
is a more desirable agency than the city in that it offers, first, opportun-
ity for teacher exchanges between districts and cities without the loss of
retirement benefits and, second, it enables more efficient and economical
administration of the system as a whole throughout the state. Exception to
these general statements may exist in the case of such large cities as Bostoxij,

!
New York, and Detroit, which operate independently of the state-wide syBtems;
j
At the outset of this study of teacher-retirement systems a number of
I
preliminary questions arose concerning the social and legal philosophies
I
I upon which such a system should rest. Among these questions were: Should
i
! the retirement system be free, the beneficiaries making no contributions?
Should the beneficiaries participate in the creation of a reserve fund and
j
thus acquire contractual rights? Should teachers be required to remain
!
I
members of the retirement system during the whole period of required ser-
i
i
vice in order to enjoy its benefits, or should they be free to enter teach-
! ing in other states and retain an equity or . contractual right in such sys-
I tern? If the teachers contribute to a reserve fund should such a contribu-
I
tion be at a flat or fixed rate for all members, or should they contribute
j
on a percentage of salary basis? Should retirement allowances be in the
j
nature of charitable relief or should they be computed to afford a modest
living? A study of the various teachers ' retirement plans in existence
I
and related literature have provided the answers to these questions,
!
The methods of financing teacher-retirement systems ,— Three general
j
plans are followed with respect to fineincing teacher-retirement systems,
i
! namely (l) the free plan, whereby retirement benefits are paid entirely out
I
; of public funds; (2) wholly contributory plan, supported wholly by teacher
i
: assessments, such as in uiichigan; (5) joint contributory plan, whereby con-
tributions are made by teacher assessment and also from public funds, such
j
in CalifornU, Ma.sachusetU, He« Yo... ana OHio.
The free retirement systems have never been common and their number
i
has declined. Retirement systems financed wholly by teacher assessments

, ...
6&
marked the early development of teacher-retirement legislation. In recent
years the tendency has been to provide for joint contributory retirement
systems,
Arizona and Rhode Island appear to be the only states which provide for
a complete free-teacher-retirement plan, that is, where the retirement bene-
fits are paid entirely out of public funds. Teacher contributory plans that
have been itemized as (2) and (^) are either a flat-rate plan, such as that
of California, or a percentage of salary plan, similar to the ones in effect
in Massachusetts, Michigan, Kew York, and Ohio.
Under a flat-rate plan all members pay a fixed annual amoimt and xmder
this plan all members usually receive a uniform annual retirement allowance.
In California, as has been shown, the fixed annual amount is $24, and the
uniform annual retirement allowance is |600, This type of plan also requireii
that each retiring member must have paid into the retirement fund a minimum
amount, California demands, for example, that an annual deposit of §24 be
made for ^0 years.
Under the percentage of salary plan the teacher pays into the retire-
ment fund each year a percentage of his annual salary. Under this plan the
simounts paid and the benefits received vary according to the teacher's aal-
! ary. Tables 5 and 6 of this chapter indicate this quite graphically.
i
1 From the standpoint of economic secxirity in old age, it would appear
i
j
that a flat-rate plan is less advantageous than is a percentage of salary
• Dlan, Under the percentage of salary plan the teacher's deposits are relate<ji
!
' to his active salary, ajid the retirement allowance is proportionate to,
i
1;
though not eqxial to, standards enjoyed during final years of service. Those
-.
j
who receive higher salaries during active service receive relative higher
i
• salaries during retirement,
I
!
Closely associated with the problem of a retirement allowance to meet
I
I
varying standards of living is that of meeting changes in the purchasing
' power of the dollar, for, except for relatively few brief periods, there
j
has been a continuous depreciation in the purchasing power of tne dollar,
I Now, under a flat-rate plan of retirement the rate of deposits remains the
i
same throughout service. The benefit will be what was considered as per-
haps adequate upon inauguration of the retirement system, no account being
;
taken of possible decreases in purchasing power of money, with resulting
! inadequacy in retirement allowance. Whereas, under a percentage of salary
I
j
plan, deposits and benefits, vary with increase in salary. Therefore, to
the extent that salary increases, retirement deposits, and retirement al-
lowances each respond to increased living costs, the percentage of salary
i
would appear to offer more economic security in old age and retirement than
!
j
the flat-rate plan,
I
i Those who have studied the history of non-contributory teacher-retire-
I
ment plans are agreed that such a plan is likely to result in less general
I
1 satisfaction than a contributory plan. Furthermore, the uncertainity of
the free plan is indicated by its history, which records one breakdown after
another of these systems. Again, as has been pointed out in CJhapter I,
I
I
such a system confers no contractual rights nor does it provide a reserve
I
fxmd, and it is largely continued at the discretion of the employer. The
i
1 majority of the writers quoted in this paper are agreed that the contribu-
I
\
tory plan is more economical, efficient, and secure. They point out that
i
I
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xander the contributory plan the employees ' contributions provide a cumula-
tive fund of which they cannot be deprived.
The contributory plan, while intended primarily as a protection against
old age and disability, furnishes also an opportunity for saving* Thus
again it is apparently impossible to finance a free system in any other way
than by annual appropriations, which system places the teacher at the mercy
of the legislature, and attempts of a politically-minded legislature to
economize may endanger the security of the retirement system. In conclusion
it may be stated that the only grounds on v/hich the non-contributory of free
pension apparently can be defended is on charity and the fallacy that to
every man is owed a pension.
The evaluation of the teacher-retirement plan of Massachusetts .— The
Massachusetts Teachers' Retirement Act was passed in 1915 came into
force in 191^ as a result of a careful study inaugurated by state commis-
sions in 1910 and 1915* The systeiL itself is administered by a teachers'
retirement board of seven members, including the insurance commissioner,
the state bank commissioner, the state commissioner of education, three mem-
bers (teacher representatives) elected by members of the retirement associa-
tion, and the seventh by the other sii.
The assessments are determined annually in accordsince with actuarial
principles, but are limited to s\ams equal to from three to seven per cent
of salaries. The teachers may retire voluntarily at the age of sixty, or
may be retired by the employing school committee at any time after that age
if they prove incapable of discharging their duties j the retirement of teachr
ers is compulsory at the age of seventy.

On reaching the age of retirement and after thirty years of service,
teachers become entitled to an allowance consisting of an annuity purchased
with their accumulated contributions and a pension of an equal amount paid
out by annual state appropriations. The annuity is based on actuarial
principles, although the pension is not, inasmuch as the state legislature
appropriates from year to year the svims svifficient to cover the retirement
allowances that are due.
An option is permitted by which a retiring teacher may accept an anniii-
ty of a smaller amount than that to which he would be ordinarily entitled
with the provision that it be continued after his death to his dependents,
as he may direct.
In case of teachers withdrawing from service before reaching the age of
retirement, or in case of death, their estates are entitled to a return of
all their contributions with compound interest at three per cent.
Disability allowances, which were not included in the original act but
were added in 1917* provide these benefits to teachers who become incapaci-
tated in the schools after fifteen years of service.
The method of financinr, the Massachusetts plan .— Two methods of finan-
cing teacher-retirement plans are in operation, a cash disbursement plan,
and an actuarial reserve plan. The cash disbursement plan provides for an
anntial appropriation of money to meet current retirement obligations and
makes no provision for future or accrued liabilities. The actuarial reserve
plan is the more scientific plan. In this plan the increases in future pen—
i
sion payments are anticipated and taken care of before they are due. Each !
teacher is regarded as a fixed liability against the system, and the sums
II
I
I
necessary to meet such liabilities are carefully calculated after actuarial
investigation and computation, A reserve fund is then established and
built up by setting aside the necessary amounts during the active years of
the teacher's service.
The financing of its teacher-retirement plan on a cash disbursement
policy constitutes the greatest weakness of the Massachusetts system, inas-
much as its retirement law provides only for an annual appropriation by the
state legislatxire of sums sxifficient to discharge its current pension ob-
ligations, fails to provide for the establishment of a retirement reserve
for superannuation or disability pensions for new entrants, and thus places
a needless burden upon the taxpayer and puts the retirement system at the
mercy of the legislature.
The advantages of an actuarial reserve system .— Under the actuarial
reserve plan assets are accumulated year by year to match increasing liabil-
ities. In the New York and Ohio retirement systems, so far as the public
is concerned, the liabilities of the liabilities of these plans increase
each year as follows: in the Normal Contribution Fund by an amoimt equal to
the deposits of those teachers who will ultimately retire. Such teachers,
of course, have another year of deposits to their credit each year which
must be matched at some time in the future, and they are all a year older
and a year nearer retirement. Liability against the Deficiency Contribu-
tion Fund increases each year by the total reserves set aside under the
direction of the state insurance department for pensions granted for prior
service. Under this reserve plan the increase in liability each year, as
determined by actuarial computation, is met by a corresponding increase in
II
assets.
In Massachusetts, however, under the cash disbursement plan, the em-
ployees accumulate their portion during their life of service, but the em-
ployer appropriates his share year by year as pensions are paid. Under this
plan pensions are paid from current revenues.
In one city of over 4500 teachers, tne cost of the retirement system
i under the actuarial reserve plan last year was S518*000« '^^ ^'^^ firemen
' and policemen pension fund, under the cash disbursement plaji, v/ith less than
i
2500 employees, the same city paid §75*^*000 in pensions alone,-^'^ Obviously,
i
'
{
the latter retirement plan is in debt the present worth of all these pension^
together with a liability resulting from the advancing age and service of
i
the members. No reserves have been accumulated with which to take care of
I
j
future payments cf pensions already greinted, or to prepare for pensions to be
i granted in the futvire.
The difficulty of establisninA t.-;e actuarial reserve plan .— It is not
I to be supposed that the accumulation of a cash reserve to discharge futxire
,
liabilities in teacher-retirement plans is looked upon ?;ith favor or under-
standing by politically-siinded legislators. Fore quotes one retirement
I
board secretary as saying:
The accumulated reserve in our retirement system now amoimts to
more than $95,000,000. It is the size of the reserve that makes it
difficult to convince the legislature of the necessity for msiking fur-
• ther appropriations at this time.
[I
II
All retirement systems that are operating under the actiiarial plan
l/ Circular of the National Education Association, September, 1957* "Teacher
Retirements Systems,"
i 2/ Anna Laura Force, op. cit., p. 192,

meet the same difficulty. As the reserves increase, it becomes increasing-
ly necessary to educate state legislatures and the tax-payers in regard to
the necessity for the accumulation of large reserve funds,
W, E, Kershner, the secretary of the State Teachers' Retirement System
in Ohio, in a letter to the writer on this subject, commented:
Some of our critics, and even some teachers, thoughtlessly remark
that we have 'over 5^50,000,000 in the Teachers' Retirement Fund,' This '
false statement makes us an immense amount of trouble because the use
I of the word 'Teachers' Retirement Fund' would suggest to anyone that
I
the entire assets of the Retirement System constitute a single fund
I
out of which pensions might be paid; althougli in truth these assets are
' divided into five funds (Teachers Savings, Employers Accumulation, Ex-
I pense. Guarantee, and Annuity and Pension Reserve) from five sourc es
i
(contributions from members, normal contributions . from school districts,
! deficiency contributions from school districts, bonds and notes, inter-
I
est on investments), and covered by separate liabilities,
i Tne general agreement is that the only possible way for teachers to
!
prepare to meet their half of the cost of the retirement allowajice is to de-,
I
j
posit an amount monthly and allow it to earn interest. The question then
j
is. How shall the state accumulate reserves for its half of the liability?
I The deposits and interest earnings of a teacher who retires should be
I
matched, if the retirement system is to be a sound one, by the state at re-
j
tirement with money and not with promises or the credit of the state. The
I
I
;
state does not rai se money by magic, but by taxes, and it is not easy for
i
:
people to pay taxes. Direct payments cause people individually and collec-
i tively to suffer pocket pains, whereas the growth of interest earnings do
;
not cause these growing pains. The easiest method of paying any debt or
' providing for the payment of a debt due in the future is by a process of
I
gradual and systematic payment or saving,
I
I
The Commonwealth of Massachusetts has a contract with every teacher in

,1
!
i
1
1-
the state, exclusive of the City of Boston which has its own system, who
'i
1 teaches ^0 years or until 60 years of age to pay a pension for service in
: Massachusetts; ani to pay one-half of his retirement allowance for service.
1
1
1
after that date up to the time he reaches the age of 70» when he is compul-
i
!
sorily retired, and to pay a disability pension to teachers permanently die-
1
abled after ten years of service in the state; and to refund the deposits
and interest earnings of teachers who withdraw from service or die prior to
retirement.
Teachers get ready to pay their half of the future service pension by
a systematic savings of 5 per cent of their salary. This assessment is pay-
able until a member retires or leaves the service, except that a member is
j
not required to contribute assessments for more than ^0 years, and assess—
j
ments cannot be made after a member has accumulated in the retirement fund
1 a sum sufficient to purchase an annuity of $650 at the age of 60.
When a member has accumulated in the retirement fund a sum sufficient
to purchase an annuity of $650, the interest which is thereafter credited
1
!
to his account will be returned to him in one sum upon retirement. On the
1
1 basis of the present tables of the Board an annuity of $650 at age 60 is
purchased by $6,716,19 for men and by $7,570,68 for women.
The state must prepare to meet its obligations, and they are certain
to mature at some time in the future. The best method of doing this - the
only sensible method, in fact, - is by accumulation of reserves during the ^
active service of the teacher. This is shown in the following illustra-
tion, which is for future service only. This illustration is taken from a
pamphlet issued by the Retirement Board of Ohio in 19^6:
•
1
1
1
1
II
I
I
-1-
The Teacher Ohio
h% of payroll (not to exceed ^2000) 1»7% of same payroll
For every ^400 deposited by teachers
250 to be refunded on ac-
count of withdrawals
and death prior to
retirement,
$170 remains
Suppose this $170 belongs to three
v;omen who will teach ^6 years. Dur-
ing their period of service, their
deposits vxl\ be:
56 X UlO or $6,120 A
Interest is 7,555 B
Total is S15, 455 0
This amomt will purchase the thre«
women at age 60 a combined annuity
of 195,80 a month. The amount C
earns interest at h%, and is paid
out monthly at the rate of $95.80,
While it is being used thus, it
will earn interest ajnounting to:
the state pays $170 to the fund
entitled Normal Contribution Fund,
to be matched by this $170,
$6,120 A
at the same time the teachers make
their deposits. If the state vraits
until the teachers retire, it will
have to match A and B, amounting tos
$15, 455 A and B
^,545
If the state waits and matches the
$95,80 a month, paying it out of
current revenues, it will ultimately!
pay out:
D
Therefore, the three women who de-
posited $6,120, if they live the
expectancy, will receive back
$18,000 D
in annuity every -cent of which was
paid by them.
$18,000 A, B and D
This above illustration illustrates exactly what would happen to the
state of Ohio if its payments were deferred either until the teachers retirejA
or imtil pensions are actually paid. Unfortunately, this situation is actual.

not hypothetical, in the Commonwealth of Massachusetts.
i
j
As the illustration reveals, if the payments were deferred until the
teachers retire, the state would then pay $15,^55 for every ^6,120 it pays
now. If it waited and paid pensions out of current revenues, it would ul-
timately pay $18,000 for each $6, 120 it now pays.
There is nothing mysterious about this. It is simply an actuarial
problem based upon the computation of interest. The teachers of Ohio make
their deposits diaring their life of service and receive interest on it,
I
j Under the above plan, Ohio pays its share during the service life of the
i
I
teacher and receive interest on its payment against future liabilities,
j
The difference between acciamulating a reserve during the service life
I
of the teacher, and receiving interest, and withholding its payments imtil
I
j
pensions are actually paid, and paying them out of current revenues, is
i
i
that it will cost the state ultimately about three times as much in direct
I
payment as under the actuarial reserve plan. Any plan of paying pensions
1 out of current revenues will result in such large ultimate payments by the
I
employer that the pension system will become a progressively heavier burden
I
against current revenues as time goes on,
I
1 It cam be stated in conclusion that the teacher-retirement system in
I Massachusetts is in agreement in the main with the criteria that have been
i
established, beiiqg in disagreement only with those criteria involving the
actuarial plan of financing,
! This can bear repetition, A person participating in a pension system
should be assured of his annuity when it is due. To that end, there should
be set aside, year by year, the reserve necessary, with its accumulated in-
I
I

terest, to provide the pension agreed upon. On no other conditions can
the participator obtain a satisfactory contract. The man of thirty who
participates in a pension plan under which he expects a pension thirty or
forty years in the future takes some risk of disappointment in accepting
any arrangement less secure than a contracted one.
A pension system, such as exists in New York and Ohio, conducted upon
the actuarial basis of setting aside, year by year, the necessary reserve,
is the only pension system whose cost caji be accurately estimated in advance
The conclusion, therefore, is that although the retirement system for teach-'
ers in Massachusetts has always been ably administered and the state has
always met its obligations, there exists a grave danger that in the future
because of the increasing cost of its teacher-pensions, because of its
failure to provide for future liabilities, the Massachusetts Teachers' Re-
tirement Plan will face ultimately the possibility of a financial breakdown.
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